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December 31, 2010 

 
 
The Honorable Mark Parkinson, Governor of the State of Kansas 
Members of the Legislature and 
Citizens of the State of Kansas: 
 
It is my pleasure to submit to you the 57th Annual Financial Report of the State of Kansas for the 
fiscal year ended June 30, 2010, as provided by Kansas Statutes Annotated (K.S.A.) 75-3735.  This 
Comprehensive Annual Financial Report (CAFR) has been prepared in conformance with generally 
accepted accounting principles (GAAP).  The objective of this is to provide a clear picture of the 
government as a single, unified entity as well as providing traditional fund based financial 
statements. 
 
This report is presented in three sections.  The Introductory Section includes this transmittal letter, 
the organizational chart and a listing of selected officials.  The Financial Section includes the 
independent auditors' report, Management's Discussion and Analysis, the basic financial statements 
and notes, the Required Supplementary Information and Other Supplementary Information.  The 
Statistical Section includes unaudited tables and financial trend information. 
 
This report is prepared by the Department of Administration, Division of Accounts and Reports. 
Responsibility for both the accuracy of the data and the completeness and fairness of the 
presentation, including all disclosures, rests with the State government and this office.  The enclosed 
information is accurate in all material respects and is reported to present fairly the financial position 
and activities of the State of Kansas.  All necessary disclosures to enable the reader to understand the 
State's financial activities have been included. 
 
The State's financial statements have been audited by Allen, Gibbs & Houlik, L.C. and Berberich 
Trahan & Co., P. A., two firms of licensed Certified Public Accountants.  The goal of the 
independent audit was to provide reasonable assurance that the financial statements of the State of 
Kansas for the fiscal year ended June 30, 2010, are free of material misstatement.  This independent 
audit was part of the federally mandated "Single Audit" designed to meet the special needs of federal 
grantor agencies.  The standards here also require the auditor to report on the State of Kansas' 
internal controls and compliance with legal requirements.  A copy of the separately issued Single 
Audit Report can be obtained from the Legislative Division of Post Audit. 
 
 
PROFILE OF THE GOVERNMENT 

 
The State government is comprised of three branches: the Executive Branch, with the Governor as 
chief executive; the Legislative Branch, consisting of a Senate of 40 members and a House of 
Representatives of 125 members; and the Judicial Branch, which includes the Supreme Court, the 
Appeals Court and the District Trial Courts.  The State provides a full range of services including 
education, safety, social services, recreation and transportation.  The annual budget serves as the 

vii 



foundation of the State's financial planning and control.  On or before October 1, agencies are 
required to submit annually or biennially budget estimates for the next fiscal year to the Division of 
Budget.  These estimates are used in preparing the Governor's budget report.  On or before the eighth 
calendar day of each regular legislative session, the Governor is required to submit the budget report 
to the Legislature.  However, in the case of the regular legislative session immediately following the 
election of a governor, who was elected to the Office of Governor for the first time, that governor 
must submit the budget report to the Legislature on or before the 21st calendar day of that regular 
session. 
 
 
FINANCIAL INFORMATION 

 
Kansas has a centrally maintained computerized double-entry accounting system.  Management is 
responsible for establishing and maintaining an internal control structure to ensure that government 
assets are protected from loss, theft or misuse, and that adequate data are compiled to prepare 
meaningful financial statements.  Internal accounting controls have been implemented for reasonable, 
but not absolute, assurance for safeguarding assets and accurately recording financial transactions.  
"Reasonable assurance" is based upon the premise that: (1) the cost of a control should not exceed 
the benefits likely to be derived, and (2) the valuation of cost and benefits requires estimates and 
judgments by management.  As a recipient of federal financial assistance, the State is also 
responsible for implementing internal controls for compliance with applicable laws and regulations 
related to those programs.  This internal control structure is subject to periodic evaluation by 
management and the internal audit staff of the government. 
 
The State also maintains budgetary restrictions and controls, which are imposed through annual 
appropriations and limitations, approved by the Legislature.  Annual appropriated budgets are 
adopted for the State General Fund and certain Special Revenue, Capital Project, Enterprise, Internal 
Service and Trust and Agency funds.  The level of budgetary control in the central accounting system 
is usually established by agency, fund and budget unit.  Budgetary control is maintained by 
mechanisms in the accounting system, which prevents expenditures and firm encumbrances in excess 
of appropriations or limitations and/or available cash.  Encumbrances are reported as expenditures 
for budgetary purposes and reserved and designated fund balances in the financial statements 
included in this report. 
 
 
CASH MANAGEMENT 

 
On a daily basis, the State monitors receipts to, and expenditures out of, the State Treasury.  It also 
employs cash flow tools and techniques that maximize revenues without incurring undue risk.  The 
State invests idle funds to match anticipated cash flow needs by using government securities, 
collateralized bank deposits, and high grade commercial paper to provide safety, liquidity, and yield, 
in that order.  As a cash flow management policy, the State seeks to avoid borrowing from its own 
idle funds to meet expenditure obligations of the State General Fund. 

 
The State maintains investments in addition to idle moneys.  Authorized agencies may make 
investments independently of the State Treasury pooled cash.  Generally the Pooled Money 
Investment Board (PMIB) acts as agent for these investments.  Certain funds, such as Kansas Public 
Employees Retirement System and the Unemployment Insurance Fund, are statutorily exempted 
from PMIB oversight.  Deposits in the Municipal Investment Pool, an investment option established 
by the 1992 legislature for local governments, are also invested by the PMIB. 

 viii



RISK MANAGEMENT 

 
The State maintains a combination of commercial insurance and self-insurance to cover the risk of 
losses to which it may be exposed.  This is accomplished through risk management and various 
outside entity commercial insurance providers.  It is the policy of the State to cover the risk of certain 
losses to which it may be exposed through risk management activities.  In general, the State is self-
insured for certain health care claims (prescription drug and dental plus three of eight medical health 
plan options), State employee workers' compensation, long-term disability, tort liability, personal 
property, and real estate property losses up to $500,000 (except where separate coverage is required 
by bond covenant).  The State has commercial vehicle liability coverage on all vehicles, and a 
statewide commercial policy on real property valued at $500,000 or more (except where separate 
coverage is required by bond covenant).  Insurance settlements have not exceeded insurance 
coverage for the past three fiscal years. 
 
Risk is managed by positively addressing various benefits and liabilities through review, legislation 
and administration to assure that claims are promptly and correctly adjudicated and that appropriate 
and fair benefits and liabilities are reflected in the statutes and regulations.  Where cost effective and 
appropriate, such as limiting the impact of a catastrophic occurrence to the State buildings, the State 
has limited its exposure through high deductible catastrophic loss insurance. 
 
 
PENSION TRUST FUND OPERATIONS 

 
The Kansas Public Employees Retirement System is an umbrella organization administering three 
statewide retirement systems under one plan.  These systems are Kansas Public Employee 
Retirement System, Kansas Police and Firemen's Retirement System and Kansas Retirement System 
for Judges.  Further information on State participation in the retirement system can be found in the 
Notes to the Financial Statements located in the Financial Section. 
 
 
ACKNOWLEDGEMENTS 

 
I wish to express my deepest appreciation and thanks to those on my staff responsible for the 
preparation of this report.  It is through their dedicated effort that this report was made possible.  I 
also wish to thank the many other individuals in the State agencies whose contributions made this 
report possible. 
 
Sincerely, 
 

 
 
Kent E. Olson, Director 
Division of Accounts and Reports 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

 
This narrative overview and analysis of the State of Kansas Comprehensive Annual Financial Report 
(CAFR) is provided for readers of the financial statements for the fiscal year ended June 30, 2010.  This 
information is to be used in conjunction with the additional information furnished in the preceding letter of 
transmittal and with the financial statements that follow.  All amounts, unless otherwise indicated, are 
expressed in thousands of dollars.  
 
 

FINANCIAL HIGHLIGHTS 

 
Government-wide highlights: 

 

 The assets of the State exceeded its liabilities at fiscal year ending June 30, 2010 by $10.5 billion 
(presented as “net assets”).  Of this amount, $274.8 million was reported as unrestricted net assets, 
which represents the amount available to be used to meet ongoing obligations to citizens and creditors. 

 

 Total net assets decreased by $5.2 million (0.05 percent) in fiscal year 2010.  Net assets of 
governmental activities increased by $207.5 million (2.1 percent), and net assets of the business-type 
activities decreased $212.6 million (27.5 percent). 

 
Fund highlights:  

 

 For fiscal year 2010, the governmental funds reported a combined ending fund balance of $163.4 
million, an increase of $15.1 million in comparison with the prior year.  Of the total amount, $257.2 
million represents the fund balance of the Transportation Fund.  There is negative $1.1 billion in the 
“unreserved fund balances”.  The reserved balance of $1.3 billion includes the reserve for advances to 
other funds of $73.6 million and the reserve for encumbrances of $984.1 million. 

 
Long-term debt: 

 

 The State’s total long-term debt obligation (including bonds payable on demand) showed a net increase 
of $281.6 million (5.2 percent) during the current year.  This increase was primarily due to a $95.6 
million increase in revenue bonds, a $52.2 million increase in STAR bonds, $88.2 million increase for 
unemployment benefits loan and a $27.2 million increase in notes payable. 

 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 

 
This discussion and analysis is intended to serve as an introduction to the State of Kansas basic financial 
statements.  The basic financial statements include three components: 1) government-wide financial 
statements, 2) fund financial statements, and 3) notes to the financial statements.  This report also contains 
required supplementary information and other supplementary information in addition to the basic financial 
statements.   
 
Basic Financial Statements 

 
The basic financial statements include two kinds of financial statements that present different views of the 
State – the Government-wide Financial Statements and the Fund Financial Statements.  These financial 
statements also include the Notes to the Financial Statements that explain some of the information in the 
financial statements and provide more detail. 
  



State of Kansas 
Management’s Discussion and Analysis 

June 30, 2010 

 

 6 

Government-wide Financial Statements 

 
The Government-wide Financial Statements provide a broad view of operations in a manner similar to a 
private-sector business.  The statements provide both short-term and long-term information about the 
financial position to assist in assessing the State’s economic condition at the end of the fiscal year.  These 
are prepared using the flow of economic resources measurement focus and the accrual basis of accounting.  
This method is similar to those used by most businesses and takes into account all revenues and expenses 
connected with the fiscal year, even if cash involved has not been received or paid.  The government-wide 
financial statements include two statements: 
 
The Statement of Net Assets presents all of the government’s assets and liabilities, with the difference 
between the two reported as “net assets”.  Over time, increases or decreases in the State’s net assets may 
serve as a useful indicator of whether the financial position is improving or deteriorating. 
 
The Statement of Activities presents information showing how the government’s net assets changed during 
the most recent fiscal year.  All changes in net assets are reported as soon as the underlying event giving rise 
to the change occurs, regardless of the timing of related cash flows.  Thus, revenues and expenses are 
reported in this statement for some items that will not result in cash flows until future fiscal periods (such as 
uncollected taxes and earned but unused vacation leave).  This statement also presents a comparison 
between direct expenses and program revenues for each function of the State. 
 
Both of the above financial statements have separate sections for three different types of State programs or 
activities.  These three types of activities are: 
 
Governmental Activities – The activities in this section are mostly supported by taxes and intergovernmental 
revenues (federal grants).  Most services normally associated with State government fall into this category, 
including education, general government, health services, judiciary services, museums, natural resources, 
public safety, defense, regulatory services, social services, and transportation. 
 
Business-type Activities – These functions normally are intended to recover all or a significant portion of 
their costs through user fees and charges to external users of goods and services. 
 
Discretely Presented Component Units – These are operations for which the State has financial 
accountability but they have certain independent qualities as well.  For the most part, these entities operate 
similar to private sector businesses and the business-type activities described above.  
 
Financial statements of the individual component units can be found in the basic financial statements 
following the fund statements.  Addresses and other additional information about component units are 
presented in the notes to the financial statements.  The government-wide financial statements can be found 
immediately following this discussion and analysis. 
 
Fund Financial Statements 

 
A fund is a grouping of related accounts used to maintain control over resources that have been segregated 
for specific activities or objectives.  The State, like other state and local governments, uses fund accounting 
to ensure and demonstrate compliance with finance-related legal requirements. 
 
The fund financial statements focus on individual parts of the State government, reporting the operations in 
more detail than the government-wide statements.  All of the funds can be divided into three categories.  It is 
important to note that these fund categories use different accounting approaches and should be interpreted 
differently.  The three categories of funds financial statements are: 
 
Governmental Funds Financial Statements - Most of the basic services provided by the State are financed 
through governmental type funds.  Governmental funds are used to account for the functions reported as 
governmental activities in the government-wide financial statements.  However, unlike the government-wide 
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financial statements, the governmental fund financial statements focus on near-term inflows and outflows of 
expendable resources.  They also focus on the balances of expendable resources available at the end of the 
fiscal year.  This information may be helpful in evaluating the government’s near-term financial 
requirements.  This approach is known as the flow of current financial resources measurement focus and the 
modified accrual basis of accounting.  These statements provide a detailed short-term view of State finances 
that assists in determining whether there will be adequate financial resources available to meet the current 
needs of the State. 
 
Because the focus of governmental funds is narrower than that of the government statements, it is useful to 
compare the information presented for governmental funds with similar information presented for 
governmental activities in the government-wide financial statements.  By doing so, readers may better 
understand the long-term impact of the government’s near-term financing decisions.  Both the Governmental 
Fund Balance Sheet and the Governmental Fund Statement of Revenues, Expenditures, and Changes in 
Fund Balances provide a reconciliation to facilitate this comparison between governmental funds and 
governmental activities.  These reconciliations are presented on the page immediately following each 
governmental fund financial statement.  
 
The State has four governmental funds considered major funds for presentation purposes.  Each major fund 
is presented in a separate column in the Governmental Fund Balance Sheet and in the Governmental Fund 
Statement of Revenues, Expenditures, and Changes in Fund Balances.  The four governmental funds are – 
the General Fund, the Transportation Fund, the Transportation-Capital Projects Fund, and the Health Policy 
Authority Fund.  The basic governmental funds financial statements can be found immediately following the 
government-wide statements. 
 
Proprietary Funds Financial Statements – These funds are used to show activities that operate more like 
those of commercial enterprises.  Because these funds charge fees for services provided to outside customers 
including local governments, they are known as enterprise funds.  Proprietary funds provide the same type 
of information as the government-wide financial statements, only in more detail.  Like the government-wide 
financial statements, proprietary fund financial statements use the accrual basis of accounting.  No 
reconciliation is needed between the government-wide financial statements for business-type activities and 
the proprietary fund financial statements. 
 
The State’s major proprietary funds for presentation purposes are the Unemployment Insurance Fund (within 
the Department of Labor), the Water Pollution Control and Public Water Supply Revolving Loan Funds 
(within the Department of Health and Environment) and the Health Care Stabilization Fund. 
 
The basic proprietary funds financial statements can be found immediately following the governmental fund 
financial statements. 
 
Fiduciary Funds Financial Statements – These funds are used to account for resources held for the benefit 
of parties outside the State government.  Fiduciary funds are not reflected in the government-wide financial 
statements because the resources of these funds are not available to support the State’s own programs.  The 
accounting used for fiduciary funds is much like that used for proprietary funds.  They use the accrual basis 
of accounting. 
 
The fiduciary funds are the Kansas Public Employees Retirement Fund, the Investment Trust Fund (which 
accounts for the transactions, assets, liabilities and fund equity of the external investment pool), the College 
Savings Program (a private purpose trust fund) and the Agency Funds (which account for the assets held for 
distribution by the State as an agent for other governmental units, other organizations or individuals).  
Individual fund detail can be found in the combining financial statements described below.   
 
The basic fiduciary funds financial statements can be found immediately following the proprietary funds 
financial statements. 
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Notes to the Financial Statements 

 
The notes provide additional information that is essential to a full understanding of the data provided in the 
government-wide and the fund financial statements.  The notes to the financial statements can be found 
immediately following the financial statements. 
 
Required Supplementary Information 

 
The basic financial statements are followed by a section of required supplementary information.    This 
section includes budgetary comparisons for the major funds.  Comparisons can be made between the original 
budget, final budget, and actual revenues and expenditures.  This section includes reconciliation between 
budgetary basis and the accrual basis for major funds as presented in the governmental funds financial 
statements.  This section also includes Kansas Department of Transportation modified approach explanation 
for infrastructure and other post employment benefit funding progress. 
 
Other Supplementary Information 

 
Combining Financial Statements 

 
The combining financial statements are presented following the required supplementary information.  The 
total columns of these combining financial statements carry to the applicable fund financial statement. 
 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 

 
Net Assets 

 
As noted earlier, net assets may serve over time as a useful indicator of the financial position of a 
government.  The combined net assets of the State (government and business-type activities) totaled $10.527 
billion at the end of 2010, compared to $10.533 billion at the end of the previous year, a decrease of 0.05 
percent. 
 
The largest portion of net assets reflects investment in capital assets such as land, buildings, equipment, and 
infrastructure (roads, bridges, and other immovable assets), less any related debt used to acquire those assets 
that are still outstanding.  The State uses these capital assets to provide services to citizens; consequently, 
these assets are not available for future spending.  Although investment in its capital assets is reported net of 
related debt, it should be noted that the resources needed to repay this debt must be provided from other 
sources, since the capital assets themselves cannot be used to liquidate these liabilities. 
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State of Kansas Net Assets – Primary Government 

(expressed in thousands) 
 
 

 

Current and other assets $ 1,879,417 $ 2,294,844 $ 1,650,942 $ 1,806,533 $ 3,530,359 $ 4,101,377 

Capital assets 12,836,424 12,236,368 8,351 478 12,844,775 12,236,846 

   Total assets 14,715,841 14,531,212 1,659,293 1,807,011 16,375,134 16,338,2

Non-current liabilities 2,712,051 2,419,034 1,004,463 946,686 3,716,514 3,365,7

Other liabilities 2,037,242 2,353,105 93,898 86,762 2,131,140 2,439,867 

   Total liabilities 4,749,293 4,772,139 1,098,361 1,033,448 5,847,654 5,805,5

Invested in capital assets,

   net of related debt 9,601,110 9,509,615 8,351 478 9,609,461 9,510,093 

Restricted 209,443 143,946 433,809 779,479 643,252 923,4

Unrestricted 155,995 105,512 118,772 (6,394) 274,767 99,1

   Total net assets $ 9,966,548 $ 9,759,073 $ 560,932 $ 773,563 $ 10,527,480 $ 10,532,636 

Governmental Activities Business-Type Activities Total

2010 2009 2010 2009 2010 2009

23 

20 

87 

25 

18 

 

 
 
An additional portion of net assets represents resources that are subject to external restrictions on how they may be 
used.  The remaining balance of unrestricted net assets may be used to meet the ongoing obligations to citizens and 
creditors.  Internally imposed designations of resources are not represented as restricted net assets. 
 
At the end of the current fiscal year, the State is able to report positive balances in all three categories of net assets, 
both for the government as a whole, as well as for its separate governmental and business-type activities.  The same 
situation held true for the prior fiscal year. 
 

State of Kansas Net Assets – Component Units 

(expressed in thousands) 
 

   

Current and other assets $ 3,530,548 $ 3,217,714

Capital assets 1,868,430 1,740,841

   Total assets 5,398,978 4,958,555

Non-current liabilities 979,307 942,761

Other liabilities 572,483 581,597

   Total liabilities 1,551,790 1,524,358

Invested in capital assets,

   net of related debt 1,202,589 1,176,607

Restricted 1,166,363 1,124,322

Unrestricted 1,478,236 1,133,268

   Total net assets $ 3,847,188 $ 3,434,197

Component Units

2010 2009 
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Changes in Net Assets – Primary Government 

 
Net assets decreased by $5.2 million.  Approximately 46.5 percent of the total revenue came from taxes, while 34.6 
percent resulted from grants and contributions (including federal aid).  Charges for various goods and services 
provided 10.2 percent of the total revenues.  Expenses cover a range of services. The largest expenses of total 
expenses were for education (38.4 percent), human resources (28.9 percent), and employment security (10.5 
percent).   
 

State of Kansas Changes in Net Assets – Primary Government 

(expressed in thousands) 

 

Revenues: 

Program revenues:

   Charges for services $ 712,466 $ 836,550 $ 625,107 $ 525,856 $ 1,337,573 $ 1,362,406

   Operating grants and contributions 4,190,596 3,381,408 26 570 4,190,622 3,381,978

   Capital grants and contributions 302,732 196,008 41,305 8,883 344,037 204,891

General revenues:

   Taxes

   Property taxes 625,862 631,800 0 0 625,862 631,800

   Income and inheritance taxes 2,562,404 2,997,595 0 0 2,562,404 2,997,595

   Sales and excise taxes 2,764,218 2,883,012 0 0 2,764,218 2,883,012

   Gross receipts taxes 139,813 138,532 0 0 139,813 138,532

Investment earnings 30,229 17,811 32,033 37,890 62,262 55,701

Other revenue 278,082 232,779 809,001 182,920 1,087,083 415,699

Total revenues 11,606,402 11,315,495 1,507,472 756,119 13,113,874 12,071,614

Expenses:

   General government 851,373 955,701 0 0 851,373 955,701

   Human resources 3,785,792 3,691,535 0 0 3,785,792 3,691,535

   Education 5,028,780 5,183,287 0 0 5,028,780 5,183,287

   Public safety 786,682 754,869 0 0 786,682 754,869

   Agriculture and natural resources 109,672 126,940 0 0 109,672 126,940

   Highways and other transportation 516,629 437,099 0 0 516,629 437,099

   Health and environment 232,955 229,198 0 0 232,955 229,198

   Interest expense 144,125 151,702 0 0 144,125 151,702

   Water pollution and safety 0 0 33,366 35,479 33,366 35,479

   Health care stabilization 0 0 30,347 45,641 30,347 45,641

   Employment security 0 0 1,381,286 735,844 1,381,286 735,844

   Workers’ compensation 0 0 4,540 4,511 4,540 4,511

   Lottery 0 0 184,080 165,048 184,080 165,048

   Intergovernmental transfer program 0 0 139 102 139 102

  Transportation revolving fund 0 0 4,561 3,384 4,561 3,384

      Total expenses 11,456,008 11,530,331 1,638,319 990,009 13,094,327 12,520,340

Increase (decrease) in net assets before

     transfers 150,394 (214,836) (130,847) (233,890) 19,547 (448,726)

Transfers 81,784 78,177 (81,784) (78,177) 0 0

Change in net assets 232,178 (136,659) (212,631) (312,067) 19,547 (448,726)

Net assets, beginning of year 9,759,073 9,974,407 773,563 1,085,630 10,532,636 11,060,037

Revisions to beginning net assets (24,703) (78,675) 0 0 (24,703) (78,675)

Net assets, beginning of year (restated) 9,734,370 9,895,732 773,563 1,085,630 10,507,933 10,981,362

   Net assets, end of year $ 9,966,548 $ 9,759,073 $ 560,932 $ 773,563 $ 10,527,480 $ 10,532,636

Governmental Activities

2010 2009 2010 2009 2010 2009 

Business-Type Activities Total
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Changes in Net Assets – Component Units 

 
Component unit net assets increased by $412.9 million or 12.0 percent.  Charges for various goods and services 
provided 43.7 percent of the total revenues.  Approximately 29.2 percent of the total revenue came from other 
revenue, while 18.7 percent resulted from grants and contributions (including federal aid). Expenses cover a range of 
services and are shown below by component unit below.  
 
 

State of Kansas Changes in Net Assets – Component Unit 

(expressed in thousands) 
 
 

  

Revenues: 

Program revenues:

   Charges for services $ 1,166,550 $ 1,108,949

   Operating grants and contributions 500,672 405,158

   Capital grants and contributions 0 90

General revenues:

   Taxes

   Gross receipts taxes 882 1,158

Investment earnings 223,511 (354,971)

Other revenue 779,324 728,825

Total revenues 2,670,939 1,889,209

Expenses:

  Kansas Development Finance Authority 1,312 1,303

  Kansas Technology Enterprise Corp. 12,032 16,275

  Kansas Bioscience Authority 25,971 13,147

  State University System 2,077,381 2,051,503

  Kansas Housing Resources Corp. 144,213 88,436

      Total expenses 2,260,909 2,170,664

Change in net assets 410,030 (281,455)

Net assets, beginning of year 3,434,197 3,717,528

Revisions to beginning net assets 2,961 (1,876)

Net assets, beginning of year (restated) 3,437,158 3,715,652

   Net assets, end of year $ 3,847,188 $ 3,434,197

Component Units

2010 2009 

 11 
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Governmental Activities 

 
Governmental activities increased net assets by $207.5 million in fiscal year 2010.  For the State’s 
governmental activities a comparison of the cost of services by function along with program revenues and a 
summary of revenues by source are shown below: 
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Business-Type Activities 

 
The State’s business-type activities decreased the net assets of the State by $212.6 million. For the State’s 
business-type activities a comparison of the cost of services by function along with program revenues and a 
summary of revenues by source are shown below: 
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Component Units 

 
The State’s component units increased the net assets of the State by $413 million. For the State’s 
component units a comparison of the cost of services by function along with program revenues and a 
summary of revenues by source are shown below: 
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FINANCIAL ANALYSIS OF THE STATE’S INDIVIDUAL FUNDS 

 
As noted earlier, the State uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements. 
 
Governmental Funds 

 
The focus of the State’s governmental funds is to provide information on near-term inflows, outflows, and 
balances of expendable resources.  Such information is useful in assessing the financing requirements.  In 
particular, unreserved fund balance may serve as a useful measure of a government’s net resources 
available for spending at the end of the fiscal year. 
 
For fiscal year 2010, the governmental funds reported a combined ending fund balance of $163.4 million, 
an increase of $15.1 million in comparison with the prior year. Part of this fund balance is reserved to 
indicate that it is not available for new spending because it has already been committed to liquidate 
contracts and purchase orders of the prior fiscal year in the amount of $984.1 million and for advances in 
the amount of $73.6 million. 
 
The General Fund is the chief operating fund of the State.  At the end of the current fiscal year, unreserved 
fund balance of the General Fund was a negative $278 million, while the total fund balance reached a 
negative $248.3 million.  During fiscal year 2010 the State experienced a revenue decline in income and 
inheritance taxes and also in sales and excise taxes.  As a result, the cash balance is approximately $204.1 
million lower in fiscal year 2010 than it was in fiscal year 2009.  As a measure of liquidity of the General 
Fund, it may be useful to compare both unreserved fund balance and total fund balance to total fund 
expenditures.  Unreserved fund balance represents a negative 4.8 percent of total General Fund 
expenditures, while total fund balance represents a negative 4.3 percent of that same amount.  The fund 
balance in the General Fund decreased by $72.0 million during the current fiscal year. 
 
Proprietary Funds 

 
Proprietary funds provide the same type of information found in the government-wide financial statements. 
 
As discussed in the business-type activities above, the State’s net assets decreased by $212.6 million as a 
result of operations in the proprietary funds.  This decrease resulted from the $279.8 million decrease in net 
assets of the Unemployment Insurance Fund.  As the economy slowed and unemployment increased, a 
greater demand was placed on the Fund during the fiscal year.  
 
Component Unit Funds 

 
Although legally separate from the State, component units are financially accountable to the State, or their 
relationships are such that exclusion would cause the State’s financial statements to be misleading or 
incomplete.  Component units are reported in its own column on the financial statements. 
 
The State’s component unit net assets increased by $413.0 million.  Most of this increase resulted from the 
State University System with an increase of $404.1 million, the Kansas Development Finance Authority 
with an increase of $1.5 million and the Kansas Bioscience Authority with an increase of $11.0 million in 
the net assets.  The other two component units accounted for $3.6 million decrease in net assets.   
 
GENERAL FUND BUDGETARY HIGHLIGHTS 

 
Differences existed between the original budget and the final budget.  Revenue estimates were reduced by 
approximately $89.7 million and expenditure estimates were reduced by approximately $185.6 million.  
The original estimates provided for revenues less than expenditures of $211.5 million.  The final budget 
provided for $115.6 million of revenues under expenditures.  Subsequently, fiscal year 2010 was closed 
with revenues under expenditures of $125.4 million.  
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CAPITAL ASSET AND DEBT ADMINISTRATION 

 
Capital Assets 

 
State investment in capital assets for its governmental and business-type activities as of June 30, 2010, 
amounts to $12.8 billion.  This investment in capital assets includes land, buildings, improvements, 
equipment, Intangible assets, infrastructure and construction in progress.  Infrastructure assets are items 
that are normally immovable and of value only to the State, such as roads and bridges. 
 
The Kansas Department of Transportation (KDOT) used the modified approach for valuing their 
infrastructure.  The roadways’ conditions are assessed using a pavement management system.  The bridges’ 
conditions are assessed using the Pontis Bridge Management System.  The conditions for the roadways and 
the bridges exceeded KDOT’s policy for minimum condition levels. 
 
The total increase in the investment in capital assets for its governmental and business-type activities for 
the current fiscal year was 4.9 percent in terms of net book value.  The majority of capital asset 
expenditures were used to construct or reconstruct roads and bridges.  Depreciation charges for the year 
totaled $99.2 million.  Additional information on the capital assets can be found in Note III of the notes to 
the financial statements of this report. 
 
Debt Administration 

 
The State of Kansas does not have the statutory authority to issue general obligation bonds.  The 
Legislature has authorized the issuance of specific purpose revenue bonds and other forms of long-term 
obligations.   
 
Kansas Development Finance Authority (KDFA) is a public body politic and corporate, constituting an 
independent instrumentality of the State of Kansas.  It was created to enhance the ability of the State to 
finance capital improvements and improve access to long-term financing for State agencies, political 
subdivisions, public and private organizations, and businesses. 
  
The total long-term bond debt obligations increased by $369.2 million during the current fiscal year.  The 
key factor in this increase was the issuance of new bonds during the year.  Bonds issued during the year 
include $73.0 for Public Water Supply Revolving Loan Fund, KDFA Series 2009DW-1 and 2, $116.9 for   
projects as the State Capital Restoration Project, the School of Pharmacy Project, the Wildlife and Parks 
projects and debt restructuring, KDFA Series 2009M-1 and 2, $52.8 million for the IMPACT Program, 
KDFA Series 2010C, $102.6 million for debt refunding, debt restructuring and for the State’s portion of 
National Bio and Agro Defense Facility, KDFA Series 2010E-1, 2 and F, and $93.2 million in Sales Tax 
Limited Obligation Bonds. 
 
Additional information on long-term debt obligations can be found in Note III of the notes to the financial 
statements of this report. 
 
ECONOMIC FACTORS 

 
The Kansas economy continued to experience challenges in fiscal year 2010.  According to the Kansas 
Department of Labor Kansas Labor Market Information News Release for July 2010, employment for 
nonfarm jobs in the State of Kansas for June 2010 is decreasing.  Compared to June 2009, employment 
decreased by 10,100 jobs for a total of 1.34 million nonfarm jobs.  The unemployment rate was 6.5 percent 
for June 2010, compared to 7.2 percent in June 2009.  Further information regarding the State’s economic 
condition can be found in Note IV of the notes to the financial statements of this report.   
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REQUESTS FOR INFORMATION  

 
This financial report is designed to provide a general overview of State finances for all of Kansas’s citizens, 
taxpayers, customers, and investors and creditors.  This financial report seeks to demonstrate State 
accountability for the money it receives.  Questions concerning any of the information provided in this 
report or requests for additional information should be addressed to:   
 
Kent E. Olson, Director of Accounts and Reports 
900 S.W. Jackson, Room 351S 
Landon State Office Building 
Topeka, KS  66612-1248 



 

Financial Statements 
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Government Wide - Statement of Net Assets

June 30, 2010

(expressed in thousands)

 
 

Governmental 

Activities

Business-Type 

Activities Totals

Component 

Units

ASSETS

Cash and cash equivalents 803,879$         134,343$      938,222$         669,678$     

Investments 85,254 249,683 334,937 1,870,122

Receivables (net) 667,674 988,646 1,656,320 379,760

Due from primary government:

Investment in direct financing leases, due within one year 0 0 0 13,445

Investment in direct financing leases, due in more than one year 0 0 0 90,160

Internal balances 3,624 (3,624) 0 0

Inventories 32,354 2,014 34,368 15,916

Other current assets 0 0 0 61,457

Restricted cash and cash equivalents 226,595 205,534 432,129 191,387

Restricted investments 0 56,102 56,102 107,689

Capital assets (net of accumulated depreciation) 2,826,914 8,351 2,835,265 1,868,430

Infrastructure 10,009,510 0 10,009,510 0

Other non-current assets 60,037 18,244 78,281 130,934

Total assets 14,715,841 1,659,293 16,375,134 5,398,978

LIABILITIES

Accounts payable and other current liabilities 998,736 22,242 1,020,978 332,631

Due to component unit:

Lease revenue bonds payable, due within one year 13,445 0 13,445 0

Lease revenue bonds payable, due in more than one year 90,160 0 90,160 0

Deferred revenue 26,368 4,314 30,682 118,132

Bonds payable on demand 664,315 0 664,315 0

Noncurrent liabilities:

Due within one year 273,451 67,342 340,793 121,720

Due in more than one year 2,580,537 806,287 3,386,824 979,307

Derivative instruments 60,927 0 60,927 0

Claims and judgements 41,354 198,176 239,530 0

Total liabilities 4,749,293 1,098,361 5,847,654 1,551,790

NET ASSETS

Invested in capital assets, net of related debt 9,601,110 8,351 9,609,461 1,202,589

Restricted for:

Capital projects 0 0 0 78,863

Debt service 209,443 15,279 224,722 44,548

Other purposes 0 418,530 418,530 1,042,952

Unrestricted 155,995 118,772 274,767 1,478,236

Total net assets 9,966,548$      560,932$      10,527,480$    3,847,188$  

The notes to the financial statements are an integral part of this statement.

Primary Government
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Government Wide - Statement of Activities

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

 

Functions/Programs Expenses

Charges for 

Services

Operating 

Grants Capital Grants

1 Primary government:

2 Governmental activities:

3 General government 851,373$       249,565$    94,585$       0$                 

4 Human resources 3,785,792     156,306     2,683,140   0                   

5 Education 5,028,780     6,135         741,094      47                 

6 Public safety 786,682        34,459       316,053      0                   

7 Agriculture and natural resources 109,672        57,216       17,588        0                   

8 Highways and other transportation 516,629        175,389     212,523      302,685        

9 Health and environment 232,955        33,396       125,613      0                   

10 Interest expense 144,125        0                0                 0                   

11 Total governmental activities 11,456,008   712,466     4,190,596   302,732        
12 Business-type activities:

13 Water pollution and safety 33,366            25,953         0                   41,305          

14 Health care stabilization 30,347            26,719         0                   0                   

15 Employment security 1,381,286       310,119       26                 0                   

16 Workers' compensation 4,540              3,148           0                   0                   

17 Lottery 184,080          258,494       0                   0                   

18 Intergovernmental t ransfer program 139                 0                  0                   0                   

19 Transportation revolving loans 4,561              674              0                   0                   

20 Total business-type activities 1,638,319       625,107       26                 41,305          

21 Total primary government 13,094,327$   1,337,573$  4,190,622$   344,037$      

22

23 Component units:

24 Kansas Development Finance Authority 1,312$            2,451$         0$                 0$                 

25 Kansas Technology Enterprise Corporation 12,032            629              9,512            0                   

26 Kansas Bioscience Authority 25,971            549              0                   0                   

27 State University System 2,077,381       1,159,450    488,676        0                   

28 Kansas Housing Resources Corporation 144,213          3,471           2,484            0                   

29 Total component units 2,260,909$     1,166,550$  500,672$      0$                 

The notes to the financial statements are an integral part  of this statement.

Program Revenues
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Governmental 

Activities

Business-Type 

Activities Total

Component 

Units

1

2

(507,223)$     0$                 (507,223)$     0$                3

(946,346)       0                   (946,346)       0                  4

(4,281,504)    0                   (4,281,504)    0                  5

(436,170)       0                   (436,170)       0                  6

(34,868)         0                   (34,868)         0                  7

173,968        0                   173,968        0                  8

(73,946)         0                   (73,946)         0                  9

(144,125)       0                   (144,125)       0                  10

(6,250,214)    0                   (6,250,214)    0                  11

12

0                   33,892          33,892          0                  13

0                   (3,628)          (3,628)           0                  14

0                   (1,071,141)   (1,071,141)    0                  15

0                   (1,392)          (1,392)           0                  16

0                   74,414          74,414          0                  17

0                   (139)             (139)              0                  18

0                   (3,887)          (3,887)           0                  19

0                   (971,881)      (971,881)       0                  20

(6,250,214)$  (971,881)$    (7,222,095)$  0$                21

22

23

0$                 0$                 0$                 1,139$         24

0                   0                   0                   (1,891)         25

0                   0                   0                   (25,422)       26

0                   0                   0                   (429,255)     27

0                   0                   0                   (138,258)     28

0$                 0$                 0$                 (593,687)$   29

General revenues:

Taxes:

Property tax 625,862$      0$                 625,862$      0$                

Income and inheritance tax 2,562,404     0                   2,562,404     0                  

Sales and excise tax 2,764,218     0                   2,764,218     0                  

Gross receipts tax 139,813        0                   139,813        882              

Investment earnings 30,229          32,033          62,262          223,511       

Other revenue 278,082        809,001 1,087,083     779,324       

Transfers 81,784          (81,784)        0                   0                  

Total general revenues 6,482,392     759,250        7,241,642     1,003,717    

Change in net assets 232,178        (212,631)      19,547          410,030       

Net assets - beginning 9,759,073     773,563        10,532,636   3,434,197    

Revisions to beginning net assets (24,703)         0                   (24,703)         2,961           

Net assets - beginning (restated) 9,734,370     773,563        10,507,933   3,437,158    

Net  assets - ending 9,966,548$   560,932$      10,527,480$ 3,847,188$  

Primary Government

Net (Expense) Revenue and Changes in Net Assets
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Balance Sheet - Governmental Funds

June 30, 2010

(expressed in thousands)

 

General

Transporta-

tion

Health 

Policy 

Authority

Transporta-

tion-Capital 

Projects

Other 

Governmental 

Funds

Total 

Governmental

ASSETS

Cash and cash equivalents 5,256$     129,633$   16,265$   0$              609,300$     760,454$     

Investments 0              73,729       0              0                11,525         85,254         

Receivables, net 241,022   92,270       131,193   0                201,281       665,766       

Due from other funds 4,568       56              0              0                19,711         24,335         

Inventories 7,139       24,728       0              0                0                  31,867         

Advances to other funds 0              0                0              0                70,051         70,051         

Restricted cash and cash equivalents 12            14,900       0              0                211,684       226,596       

Total assets 257,997$ 335,316$   147,458$ 0$              1,123,552$  1,864,323$  

LIABILITIES AND FUND BALANCES

Liabilit ies:

Accounts payable and other current liabilit ies 500,348$ 29,600$     137,942$ 0$              309,183$     977,073$     

Due to other funds 16,772     0                0              0                1,076           17,848         

Deferred revenue (77,628)    48,562       0              0                1,320           (27,746)        

Advances from other funds 66,825     0                0              0                2,624           69,449         

Bonds payable on demand 0              0                0              664,315     0                  664,315       

Total liabilities 506,317   78,162       137,942   664,315     314,203       1,700,939    

Fund balances:

Reserved for:

Debt service 0              0                0              0                209,443       209,443       

Inventory 7,139       24,728       0              0                0                  31,867         

Encumbrances 22,541     756,580     5,204       0                199,753       984,078       

Advances to other funds 0              0                0              0                70,051         70,051         

Unreserved, reported in:

General Fund (278,000)  0                0              0                0                  (278,000)      

Other Governmental 0              0                0              0                21,421         21,421         

T ransportation 0              (524,154)   0              0                0                  (524,154)      

Health Policy Authority 0              0                4,312       0                0                  4,312           

T ransportation - Capital Projects 0              0                0              (664,315)   0                  (664,315)      

Special Revenue Funds 0              0                0              0                267,907       267,907       

Capital Projects Funds 0              0                0              40,774         40,774         

Total fund balance (248,320)  257,154     9,516       (664,315)   809,349       163,384       

Total l iabilities and fund balance 257,997$ 335,316$   147,458$ 0$              1,123,552$  1,864,323$  

The notes to the financial statements are an integral part of this statement. (Continued)
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Balance Sheet - Governmental Funds - Continued

June 30, 2010

(expressed in thousands)

 
 

Total Governmental

Reconciliation to the Statement of Net Assets:

Total fund balance from previous page 163,384$                  

Capital assets used in governmental activities are not financial resources,

 and, therefore, are not reported in the funds:

Infrastructure 10,009,510

Capital assets 2,698,836

Other non-current assets are not available to pay for current period expenditures

and, therefore, are deferred in the funds:

Noncurrent assets 60,037

Deferred revenue (not on statement of net assets) (53,393)

Accounts payable (18,080)

Other liabilities 3,694

Long-term liabilities, including bonds payable, are not due and payable in the

current period and, therefore, are not reported in the funds:

Long term debt (2,517,142)

Compensated absences (127,933)

Due to component unit (lease revenue bonds payable) (103,605)

Derivative instruments (60,927)

In the statement of activities, an expense is recorded for environmental

remediation obligations when the expected outlay is reasonably estimatable.

In governmental funds, an expense is recorded when paid. (51,554)

In the statement of net assets, a long term liability is recorded for the unfunded portion

of post employment benefits other than pensions, while in the governmental

funds liabilities that do not require satisfaction with current resources are not recorded. (36,270)

Internal Service Funds: the assets and liabilities of the internal service funds 

are included in governmental activities in the statement of net assets. (9)

Net assets of governmental activities as reported on the Statement of Net Assets. 9,966,548$               
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Statement of Revenues, Expenditures and Changes in Fund Balances -

Governmental Funds

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

 
 

General

T ransporta-

tion

Health 

Policy 

Authority

Transporta-

tion-Capital 

Projects

Other 

Governmental 

Funds

Total 

Governmental

Revenues:

Property tax 574,290$  0$              0$             0$                49,752$       624,042$      

Income and inheritance tax 2,673,774 0                0               0                  (3,362)          2,670,412     

Sales and excise tax 2,171,658 540,275     0               0                  60,914         2,772,847     

Gross receipts tax 121,698    0                0               0                  18,095         139,793        

Charges for services 45,900      175,291     37,268      0                  445,553       704,012        

Operating grants 0               193,465     1,831,502 0                  2,156,677    4,181,644     

Capital grants 0               304,557     0               0                  47                304,604        

Investment earnings 17,907      3,649         210           0                  7,870           29,636          

Other revenues (44,199)     7,923         124,054    0                  172,571       260,349        

Total revenues 5,561,028 1,225,160  1,993,034 0                  2,908,117    11,687,339   

Expenditures:

Current:

General government 554,034    0                0               0                  437,102       991,136        

Human resources 753,518    0                1,111,026 0                  1,912,989    3,777,533     

Education 4,102,795 0                0               0                  923,820       5,026,615     

Public safety 357,705    0                0               0                  421,706       779,411        

Agriculture and natural resources 18,975      0                0               0                  89,043         108,018        

Highways and other transportation 0               964,275     0               0                  23,753         988,028        

Health and environment 30,501      0                0               0                  202,672       233,173        

Debt service:

Principal 0               0                0               21,400         169,538       190,938        

Interest 0               0                0               0                  141,200       141,200        

Total expenditures 5,817,528 964,275     1,111,026 21,400         4,321,823    12,236,052   

Excess of revenues over (under)

expenditures (256,500)   260,885     882,008    (21,400)        (1,413,706)   (548,713)       

Other financing sources (uses):

Proceeds from sale of debt 0               0                0               201,132       360,840       561,972        

T ransfers, net 184,874    (466,885)   (889,178)   (179,732)      1,437,090    86,169          

Other financing sources (uses) 0               0                0               221,400       (308,759)      (87,359)         

Total other financing sources (uses) 184,874    (466,885)   (889,178)   242,800       1,489,171    560,782        

Net change in fund balances (71,626)     (206,000)   (7,170)       221,400       75,465         12,069          

Fund balances, beginning of year (176,344)   459,871     16,686      (885,715)      733,777       148,275        

Revisions to beginning fund balances 0               0                0               0                  107              107               

Fund balances, beginning of year (restated) (176,344)   459,871     16,686      (885,715)      733,884       148,382        

Change in reserves for inventory (350)          3,283         0               0                  0                  2,933            

Fund balances, end of year (248,320)$ 257,154$   9,516$      (664,315)$    809,349$     163,384$      

(Continued)
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Reconciliation of the Statement of Revenues, Expenditures, and 

Changes in Fund Balances - Governmental Funds - Continued

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

 
Total 

Governmental

Reconciliation to the Statement of Activities:

Total net change in fund balance from previous page 12,069$             

Revenues in the Statement of Activities that do not provide current

financial resources are not reported as revenue in the funds. (151,038)

Debt proceeds provide current financial resources to

governmental funds, but issuing debt increases long- term

liabilities in the Statement of Net Assets:

Revenue bond proceeds (519,925)

Bond premiums and discounts (39,438)

Loan proceeds (2,609)

Repayment of bond principal is reported as an expenditure in

the governmental funds, but the payment reduces long-term

liabilities in the Statement of Net Assets. 190,939

Retirement of Bonds (21,400)

Defeased debt is reported as an other financing use in the

governmental funds, but the payment reduces long-term

liabilities in the Statement of Net Assets. 108,760

Governmental funds report capital outlays as expenditures while

governmental activities report depreciation expense to allocate

those expenditures over the life of the assets:

Capital assets 700,545

Depreciation expense (88,269)

Some expenses reported in the Statement of Activities do not

require the use of current financial resources and, therefore,

are not reported as expenditures in governmental funds:

Compensated Absences 4,310

Accrued Interest (2,925)

Other expenses 4,653

OPEB (6,932)

Gain (Loss) on asset disposal and other items (3,009)

Internal service funds are used by management to charge the

costs of certain activities, such as insurance and

telecommunications, to individual funds.  The net revenue

(expense) of the internal service funds is reported with

governmental activities. 46,447

Changes in Net Assets of Governmental Activities as

reported on the Statement of Activities 232,178$           

The notes to the financial statements are an integral part of this statement.  
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Statement of Net Assets - Proprietary Funds

June 30, 2010

(expressed in thousands)

 
 

Business-Type Activities

Water Funds

Unemployment 

Insurance

Health Care 

Stabilization

Nonmajor 

Funds Total

Governmental 

Activit ies - 

Internal Service 

Funds

ASSETS

Current assets:

Cash and cash equivalents 115,069$    1,337$             3,057$         14,880$     134,343$    43,424$           

Restricted cash and cash equivalents 1,041          143,796           0                  1,361         146,198      0                      

Investments 0                 0                      29,023         0                29,023        0                      

Receivables, net 49,971        8,267               6,315           20,283       84,836        206                  

Inventories 0                 0                      0                  2,014         2,014          486                  

Total current assets 166,081      153,400           38,395         38,538       396,414      44,116             

Noncurrent assets:

Investments 0                 0                      205,383       15,277       220,660      0                      

Receivables, net 806,113      0                      0                  97,697       903,810      1,703               

Restricted cash and cash equivalents 59,336        0                      0                  0                59,336        0                      

Restricted investments 56,102        0                      0                  0                56,102        0                      

Advances to other funds 0                 0                      0                  1,000         1,000          0                      

Capital assets (net of accumulated depreciation) 0                 0                      19                8,332         8,351          128,079           

Other noncurrent assets 17,445        0                      0                  799            18,244        0                      

Total noncurrent assets 938,996      0                      205,402       123,105     1,267,503   129,782           

Total assets 1,105,077$ 153,400$         243,797$     161,643$   1,663,917$ 173,898$         

LIABILITIES

Current liabilit ies:

Accounts payable and other current liabilit ies 7,390$        5,087$             469$            9,296$       22,242$      4,299$             

Deferred revenue 0                 0                      0                  4,314         4,314          0                      

Due to other funds 0                 0                      0                  4,624         4,624          1,863               

Short-term compensated absences 0                 0                      51                7                58               1,666               

Short-term portion of long-term liabilities 42,836        0                      12,349         12,099       67,284        48,065             

Total current liabilit ies 50,226        5,087               12,869         30,340       98,522        55,893             

Noncurrent liabilities:

Compensated absences 0                 0                      10                1                11               318                  

Claims and judgements 0                 0                      171,621       26,555       198,176      41,354             

Bonds, notes and loans payable 635,521      88,159             0                  81,384       805,064      74,738             

Arbitrage rebate payable 0                 0                      0                  188            188             0                      

Advances from other funds 0                 0                      0                  0                0                 1,603               

Other noncurrent liabilit ies 800             0                      20                204            1,024          0                      

Total noncurrent liabilit ies 636,321      88,159             171,651       108,332     1,004,463   118,013           

Total l iabilities 686,547      93,246             184,520       138,672     1,102,985   173,906           

NET ASSETS

Invested in capital assets, net  of related debt 0                 0                      19                8,332         8,351          87,492             

Restricted for:

Debt service 0                 0                      0                  15,279       15,279        0                      

Other purposes 418,530      0                      0                  0                418,530      0                      

Unrestricted 0                 60,154             59,258         (640)           118,772      (87,500)            

Total net assets 418,530      60,154             59,277         22,971       560,932      (8)                     

Total l iabilities and net assets 1,105,077$ 153,400$         243,797$     161,643$   1,663,917$ 173,898$         

The notes to the financial statements are an integral part  of this statement.
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Statement of Revenues, Expenses, and Changes in

Fund Net Assets - Proprietary Funds

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

 
 

Business-Type Activities

Water 

Funds

Unemployment 

Insurance

Health Care 

Stabilizat ion

Nonmajor 

Funds Total

Governmental 

Activit ies -

Internal 

Service

Funds

OPERATING REVENUES

Charges for services 25,953$   310,119$           26,719$     262,316$ 625,107$    119,799$       

Other revenue 3,088       792,064             1,300         3,435       799,887      1,174             

Total operating revenues 29,041     1,102,183          28,019       265,751   1,424,994   120,973         

OPERATING EXPENSES

Salaries and wages 0              0                        1,101         5,111       6,212          31,881           

Supplies and services 0              0                        6,049         47,494     53,543        3,555             

Lottery prize awards 0              0                        0                132,610   132,610      0                    

Depreciation 0              0                        3                1,349       1,352          9,616             

Insurance claims and expenses 0              1,381,215          0                1,620       1,382,835   21,989           

Program administration - Water Funds 2,499       0                        0                0              2,499          0                    

Other expenses (553)         72                      22,394       1,323       23,236        24                  

Total operating expenses 1,946       1,381,287          29,547       189,507   1,602,287   67,065           

Operating income (loss) 27,095     (279,104)           (1,528)        76,244     (177,293)     53,908           

NONOPERATING REVENUES (EXPENSES)

Operating grants 0              26                      0                0              26               0                    

Capital grants 41,305     0                        0                0              41,305        0                    

Investment earnings 5,532       7,109                 18,291       1,100       32,032        60                  

Interest expense (31,419)    0                        0                (3,675)      (35,094)       (2,930)            

Other expenses 0              0                        (800)           (138)         (938)            (208)               

Capital contributions 0              0                        0                9,116       9,116          0                    

Total nonoperating revenues

(expenses) 15,418     7,135                 17,491       6,403       46,447        (3,078)            

Net income (loss) 42,513     (271,969)           15,963       82,647     (130,846)     50,830           

Transfers in 0              (7,354)               (206)           (73,737)    (81,297)       (492)               

Transfers out 0              (482)                  0                (6)             (488)            (3,891)            

Net  change in net assets 42,513     (279,805)           15,757       8,904       (212,631)     46,447           

Total net assets - beginning 376,017   339,959             43,520       14,067     773,563      (39,116)          

Revisions to beginning net assets 0              0                        0                0              0                 (7,339)            

Net  assets - beginning (restated) 376,017   339,959             43,520       14,067     773,563      (46,455)          

Total net assets - ending 418,530$ 60,154$             59,277$     22,971$   560,932$    (8)$                 

The notes to the financial statements are an integral part of this statement.
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Statement of Cash Flows - Proprietary Funds

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

Water Funds

Unemployment 

Insurance

Health Care 

Stabilization

Nonmajor 

Funds Totals

Governmental 

Activities - 

Internal 

Service Funds

Cash flows from operating activities:

Cash receipts from customers 24,620$           1,097,301$        27,962$       247,752$   1,397,635$      121,155$       

Cash payments to suppliers for goods and services (1,736)              (296)                  (6,378)          (49,147)      (57,557)            (6,390)            

Cash payments to employees for services 0                      0                        (1,091)          (5,053)        (6,144)              (31,831)          

Cash payments for lottery prizes 0                      0                        0                  (133,045)    (133,045)          0                    

Claims paid 0                      (1,381,215)        (25,375)        (1,570)        (1,408,160)       (25,441)          

Other operating revenues 63,374             0                        0                  0                63,374             0                    

Other operating expenses (97,643)            0                        0                  0                (97,643)            0                    

Net cash provided (used) by operating activities (11,385)            (284,210)           (4,882)          58,937       (241,540)          57,493           

Cash flows from noncapital financing activities:

Operating grants receipts 0                      26                      0                  0                26                    0                    

Other non-operating expenses 0                      0                        0                  (158)           (158)                 0                    

Net transfers to other funds 0                      (7,748)               (206)             (73,899)      (81,853)            (5,503)            

Other cash inflows from noncapital financing activities 114,258           0                        0                  0                114,258           0                    

Other cash outflows from noncapital financing activities (114,869)          0                        (800)             0                (115,669)          0                    

Net cash provided (used) by noncapital financing 

activities (611)                 (7,722)               (1,006)          (74,057)      (83,396)            (5,503)            

Cash flows from capital and related financing activities:

Proceeds from issuance of long-term debt 0                      88,159               0                  0                88,159             18,381           

Repayment of long-term debt 0                      0                        0                  (6,210)        (6,210)              (1,095)            

Interest payments 0                      0                        0                  (3,874)        (3,874)              (2,653)            

Payments for purchase of fixed assets 0                      0                        (9)                 (238)           (247)                 (57,381)          

Other cash inflows from capital and related financing activities 0                      0                        0                  (112)           (112)                 0                    

Net cash provided (used) by capital and related financing 

activities 0                      88,159               (9)                 (10,434)      77,716             (42,748)          

Cash flows from investing activities:

Proceeds from sale and maturities of investment securities 18,279             0                        25,562         0                43,841             0                    

Purchase of investments (1,097)              0                        (29,308)        0                (30,405)            0                    

Interest and dividends 5,907               7,110                 18,338         881            32,236             0                    

Unrealized (gain) loss on investments 0                      0                        (8,274)          0                (8,274)              0                    

Net cash provided (used) by investing activities 23,089             7,110                 6,318           881            37,398             0                    

Net increase (decrease) in cash and cash equivalents 11,093             (196,663)           421              (24,673)      (209,822)          9,242             

Cash and cash equivalents, beginning of year 164,353           341,796             2,636           40,914       549,699           34,182           

Cash and cash equivalents, end of year 175,446$         145,133$           3,057$         16,241$     339,877$         43,424$         

Reconciliation of operating income (loss)

to net cash provided by operations:

Operating income (loss) 27,095$           (279,104)$         (1,528)$        76,244$     (177,293)$        53,908$         

Adjustment to reconcile operating income to

net cash provided (used) by operating activities:

Depreciation and amortization 0                      0                        3                  1,349         1,352               9,615             

Changes in assets and liabilities:

Receivables (36,852)            (4,882)               (57)               (18,246)      (60,037)            182                

Inventories 0                      0                        0                  769            769                  96                  

Other assets 0                      0                        0                  118            118                  0                    

Accounts payable (1,628)              (224)                  (329)             (1,217)        (3,398)              (2,907)            

Payroll liabilities 0                      0                        10                58              68                    51                  

Claims and judgements 0                      0                        (2,981)          50              (2,931)              (3,452)            

Deferred revenue 0                      0                        0                  247            247                  0                    

Lottery prize liability 0                      0                        0                  (435)           (435)                 0                    

Total adjustments (38,480)            (5,106)               (3,354)          (17,307)      (64,247)            3,585             
Net cash provided (used) by operating activities (11,385)$          (284,210)$         (4,882)$        58,937$     (241,540)$        57,493$         

The notes to the financial statements are an integral part of this statement.
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Statement of Fiduciary Net Assets

June 30, 2010

(expressed in thousands)

 
 

Pension Trust

Investment 

Trust

College 

Savings 

Program Agency

ASSETS

Cash and cash equivalents 1,312$          814,720$    976$           357,913$    

Investments 12,375,903   0                 2,328,899   577,542      

Receivables, net 3,153,675     0                 3,812          784,257      

Inventories 22                 0                 0                 0                 

Capital assets 4,656            0                 0                 0                 

Total assets 15,535,568   814,720      2,333,687   1,719,712   

LIABILITIES

Accounts payable and other liabilit ies 4,165,831     0                 3,045          1,719,712$ 

Total l iabil ities 4,165,831     0                 3,045          1,719,712$ 

NET ASSETS

Net assets held in trust 11,369,737$ 814,720$    2,330,642$ 

The notes to the financial statements are an integral part  of this statement.
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Statement of Changes in Fiduciary Net Assets

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

 

Pension Trust

Investment 

Trust

College Savings 

Program Trust

ADDITIONS

Contributions:

Employer contributions 521,555$       0$                  0$                  

Employee contributions 289,616         0                    0                    

College savings contributions 0                    0                    918,640         

Total contributions 811,171         0                    918,640         

Deposits:

Net  investment income 1,485,967      1,294             211,244         

MIP deposits 0                    3,951,744      0                    

Other deposits 102                0                    0                    

Total additions 2,297,240      3,953,038      1,129,884      

DEDUCTIONS

Benefits and refunds:

Monthly benefits and refunds 1,060,206      0                    0                    

Refunds of contributions 43,363           0                    0                    

Death benefits 8,959             0                    0                    

Insurance premiums and diability benefits 50,782           0                    0                    

Distributions 0                    4,211,811      702,457         

Total benefits and refunds 1,163,310      4,211,811      702,457         

Administrative expenses 10,534           0                    0                    

Total  deductions 1,173,844      4,211,811      702,457         

Net increase (decrease) 1,123,396      (258,773)        427,427         

Net assets - beginning of year 10,246,341    1,073,493      1,830,755      

Revisions to net assets 0                    0                    72,460           

Net assets - end of year 11,369,737$  814,720$       2,330,642$    
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Combining Statement of Net Assets - Component Units

June 30, 2010

(expressed in thousands)

 
 

Kansas 

Development

Finance

Authority

Kansas 

Technology 

Enterprise 

Corporation

Kansas 

Housing 

Resources 

Corporat ion

Kansas 

Bioscience 

Authority

State 

University

System Total

ASSETS

Current assets:

Cash and cash equivalents 168$              746$           3,644$        89,579$     575,541$    669,678$           

Restricted cash and cash equivalents 0                    774             34               0                170,669      171,477             

Investments 10,464           0                 3,638          2,077         1,789,788   1,805,967          

Restricted investments 400                0                 2,904          0                104,385      107,689             

Receivables, net 301                557             1,526          9,808         272,122      284,314             

Due from primary government 13,445           0                 0                 0                0                 13,445               

Inventories 0                    0                 0                 0                15,916        15,916               

Other assets 76                  111             2,083          79              59,108        61,457               

Total current assets 24,854           2,188          13,829        101,543     2,987,529   3,129,943          

Noncurrent  assets:

Investments 0                    8,737          0                 16,099       39,319        64,155               

Receivables, net 24                  890             1,835          0                92,697        95,446               

Restricted cash and cash equivalents 0                    0                 13               0                19,897        19,910               

Due from primary government 90,160           0                 0                 0                0                 90,160               

Capital assets (net  of accumulated depreciation) 17                  85               395             5,087         1,862,846   1,868,430          

Other noncurrent assets 0                    0                 7,366          8,310         115,258      130,934             

Total noncurrent assets 90,201           9,712          9,609          29,496       2,130,017   2,269,035          

Total assets 115,055$       11,900$      23,438$      131,039$   5,117,546$ 5,398,978$        

LIABILITIES

Current  liabilit ies:

Accounts payable  and other liabilit ies 111$              384$           790$           4,971$       326,375$    332,631$           

Deferred revenue 400                0                 1,875          0                115,857      118,132             

Short-term compensated absences 0                    0                 131             33              54,922        55,086               

Short-term port ion of long-term liabilit ies 13,445           0                 0                 173            53,016        66,634               

Total current  liabilit ies 13,956           384             2,796          5,177         550,170      572,483             

Noncurrent liabilit ies:

Compensated absences 0                    0                 0                 0                10,605        10,605               

Bonds, notes and loans payable 90,160           0                 0                 2,506         764,535      857,201             

Other noncurrent liabilit ies 2,658             27               7,397          3,295         98,124        111,501             

Total noncurrent liabilit ies 92,818           27               7,397          5,801         873,264      979,307             

Total  l iabilities 106,774         411             10,193        10,978       1,423,434   1,551,790          

NET ASSETS

Invested in capital assets, net of related debt 17                  85               395             2,415         1,199,677   1,202,589          

Restricted for:

Capital projects 0                    0                 0                 0                78,863        78,863               

Debt service 0                    0                 0                 0                44,548        44,548               

Other purposes 0                    82               3,232          4,999         1,034,639   1,042,952          

Unrestricted 8,264             11,322        9,618          112,647     1,336,385   1,478,236          

Total net assets 8,281$           11,489$      13,245$      120,061$   3,694,112$ 3,847,188$        

The notes to the financial statements are an integral part of this statement.
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Combining Statement of Activities - Component Units

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

 
 

Kansas 

Development

Finance

Authority

Kansas 

Technology 

Enterprise 

Corporation

Kansas 

Housing 

Resources 

Corporation

Kansas 

Bioscience 

Authority

State 

University

System Total

EXPENSES

Salaries and wages 943$            4,244$       3,298$       1,891$      1,100,997$ 1,111,373$ 

Supplies and services 289              2,170         1,531         1,257        488,519      493,766      

Depreciat ion 14                70              181            60             113,696      114,021      

Interest expense 0                  0                0                0               24,986        24,986        

Other expenses 66                5,548         139,203     22,763      349,183      516,763      

Total expenses 1,312           12,032       144,213     25,971      2,077,381   2,260,909   

PROGRAM REVENUES

Charges for services 2,451           629            3,471         549           1,159,450   1,166,550   

Operating grants 0                  9,512         2,484         0               488,676      500,672      

Total program revenues 2,451           10,141       5,955         549           1,648,126   1,667,222   

Net (Expense) Revenue 1,139           (1,891)        (138,258)    (25,422)    (429,255)     (593,687)     

GENERAL REVENUES

Taxes:

Gross receipts tax 0                  0                0                0               882             882             

Investment earnings 302              (430)           376            386           222,877      223,511      

Other revenues 11                996            135,528     36,074      606,715      779,324      

Total general revenues 313              566            135,904     36,460      830,474      1,003,717   

Change in net assets 1,452           (1,325)        (2,354)        11,038      401,219      410,030      

Total net assets - beginning 6,829           12,760       15,599       109,023    3,289,986   3,434,197   

Revisions to beginning net assets 0                  54              0                0               2,907          2,961          

Total net assets - beginning (restated) 6,829           12,814       15,599       109,023    3,292,893   3,437,158   

Total net assets - ending 8,281$         11,489$     13,245$     120,061$  3,694,112$ 3,847,188$ 

The notes to the financial statements are an integral part of this statement.
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The accompanying financial statements of the State of Kansas (the “State”) have been prepared in conformance with 
generally accepted accounting principles as prescribed by the Governmental Accounting Standards Board (GASB).  
GASB is the standard setting body for governmental accounting and financial reporting principles. 
 
 

A. Financial Reporting Entity 

 
The accompanying financial statements present the financial position of the State and the various funds and fund types, 
the results of operations of the State and the various funds and fund types, and the cash flows of the proprietary funds. 

The financial statements are presented as of June 30, 2010, and for the year then ended.  The financial statements include 
the various agencies, boards, commissions, public trusts and authorities and any other organizational units governed by 
the Kansas State Legislature and/or Constitutional Officers of the State. 
 
The State has considered all potential component units for which it is financially accountable, organizations that raise and 
hold economic resources for the State, and other organizations for which the nature and significance of their relationship 
with the State are such that exclusion would cause the State’s financial statements to be misleading or incomplete.   
 
As required by generally accepted accounting principles, these financial statements present the State (the primary 
government) and its component units. 
 
The accompanying financial statements present the activities of State government (the primary government), which is 
comprised of three branches: the Executive Branch, with the Governor as chief executive; the Legislative Branch, 
consisting of a Senate of 40 members and a House of Representatives of 125 members; and the Judicial Branch, which 
includes the Supreme Court, the Appeals Court, and the District Trial Courts. 
 

Discrete Component Units 

 
Discrete component units are entities that are legally separate from the State, but are financially accountable to the State, 
or whose relationships with the State are such that exclusion would cause the State’s financial statements to be 
misleading or incomplete.  The component units are reported in a separate column to emphasize that they are legally 
separate from the primary government and are governed by separate boards. 
 
Following is a table identifying each discretely presented component unit followed by a brief description of each 
component unit. Complete financial statements for each of the individual component units may be obtained from their 
respective administrative offices at the noted addresses. 
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Component Unit 

Description: Criteria for 

Inclusion 

 

Reporting Method 

For Separate Financial 

Statements 

Kansas 
Development 
Finance Authority 
(KDFA) 

The State appoints a voting 
majority of the board of KDFA 
and has the power to impose its 
will on KDFA. 

Reported as a discrete 
component unit, because the 
board is not the same and 

services are provided to 
other entities. 

Kansas Development Finance 
Authority 
555 South  Kansas Avenue, 
Suite 202 
Topeka, Kansas 66603 

Kansas Technology 
Enterprise 
Corporation 
(KTEC) 

The State appoints a voting 
majority of the board of KTEC 
and has the power to impose its 
will on KTEC.  There is a 
potential for KTEC to impose 
specific financial burdens or 

provide specific financial 
benefits to the State.  KTEC is 
fiscally dependent on the State. 

Reported as a discrete 
component unit, because the 
board is not the same and 
services are provided to 
other entities. 

Kansas Technology 
Enterprise Corporation 
214 SW 6th Avenue,  
Suite 100  
Topeka, Kansas 66603 

Kansas  
Housing Resources 
Corporation 
(KHRC) 

KHRC is a subsidiary 
corporation of KDFA and a legal 
entity separate and distinct from 
KDFA and the State. 

Reported as a discrete 
component unit because the 
board is not the same and 

services are provided to 
other entities. 

Kansas Housing Resources 
Corporation 
611 S. Kansas Avenue, 
Suite 300 
Topeka, Kansas 66603 
 

State 
University 
System 

The State appoints a voting  
majority of the Kansas Board of 
Regents which controls the State 
universities, and has the power to 
impose its will on the State 
universities through the 

budgeting process. 
 

Reported as a discrete 
component unit because the 
board is not the same and 
services are provided to 
other entities. 
 

The Kansas Board of Regents 
does not issue separate 
financial statements.  For 
separate financial statements 
of a university, contact the 
respective university or: 
 
Kansas Board of Regents 
1000 SW Jackson St., 
Suite 520 
Topeka, KS 66612-1368 
 

Kansas Bioscience 
Authority (KBA) 

The State appoints a voting 
majority of KBA and has the 
power to impose its will on 
KBA. 

Reported as a discrete 
component unit because the 
board is not the same and 
services are provided to 
other entities. 
 

Kansas Bioscience Authority 
25501 West Valley Parkway, 
Ste 100 
Olathe, KS 66061 

Kansas Public 
Employees 
Retirement   
System (KPERS) 

The State appoints a voting 
majority of KPERS and has the 
power to impose its will on 
KPERS. 
 

Although KPERS is a 
component unit of the State 
of Kansas, it is reported as a 

fiduciary pension trust fund. 
 

Kansas Public Employees 
Retirement System 
611 S. Kansas Ave., Ste 100 
Topeka, KS 66603-3803 

 
 
Kansas Development Finance Authority (KDFA) was established by Chapter 57, 1987 Session Laws of Kansas.  Its 
enabling statutes are found in K.S.A. 74-8901 et seq., as amended and supplements.  KDFA is a public body politic and 
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corporate, constituting an independent instrumentality of the State.  KDFA was created to enhance the ability of the State 
to finance capital improvements and improve access to long-term financing for State agencies, political subdivisions, 
public and private organizations, and businesses. 

 
Kansas Technology Enterprise Corporation (KTEC) is a body politic, corporate, and an instrumentality of the State, 
which was created by the Legislature of the State in March 1986 (K.S.A. 74-8101).  The responsibilities and duties of the 
existing State Office of Advanced Technology were transferred to KTEC effective January 12, 1987.  KTEC’s principal 
statutory functions and responsibilities are as follows: 
 

 To foster innovation in existing and developing businesses, especially the creation, growth, and expansion of Kansas 
enterprises in a diversified range of primary sectors which develop value-added products, processes, and services. 

 To invest in basic research, applied research and development, and technology transfer at Kansas educational 
institutions which meet competitive standards of excellence and which create innovative collaboration between 
Kansas educational institutions and Kansas enterprises. 

 To award applied research matching grants to Kansas educational institutions and Kansas private enterprises in order 

to move innovation and applied research toward commercial application. 

 To engage in seed-capital financing for the development and implementation of innovations or new technologies for 
existing resource, technology-based, and emerging Kansas businesses. 

 To provide technical referral services to such small, new, emerging, or mature businesses and encourage Kansas 
educational institutions to establish technical information databases and industrial liaison offices, which are easily 
accessible by both private and public sector Kansas organizations. 

 

Kansas Housing Resources Corporation (KHRC) was formed pursuant to K.S.A. 74-8904(v) per the Governor’s 
Executive Reorganization Order #30.  KHRC is a subsidiary corporation of the Kansas Development Finance Authority.  
KHRC’s mission is to enhance Kansas communities with housing opportunities.  This goal is achieved through using a 
variety of strategies and approaches, including increasing homeownership opportunities, leveraging the construction of 
more affordable rental housing, promoting energy efficiency improvements for owner-occupied and rental housing, 
providing affordable housing through rental assistance to low-income families and senior citizens, and creating housing 
opportunities for previously underserved persons and communities.   
 

State University System. The Kansas State Board of Regents, created in 1859 by adoption of the State Constitution, is 
responsible for control and supervision of public institutions of higher education which benefit the State. The Kansas 
Board of Regents is a legally separate body composed of nine members appointed by the Governor.  The Board 
supervises all State universities while budgetary decisions are exercised at the State level.  The State university system 
consists of the Board’s administrative arm and six constituent universities.  Funding for the State university system is 
accomplished primarily by State appropriations, tuition and fees, sales and services, federal and state grants, and private 
donations and grants. 
 
In addition to the Kansas Board of Regents’ administrative arm, the following universities and their respective 
component units make up the State university system for financial reporting purposes: University of Kansas, including 

the University of Kansas Medical Center; Kansas State University; Wichita State University; Emporia State University; 
Pittsburg State University; and Fort Hays State University. Each university issues its own complete financial statements 
which can be obtained from the respective university.  The Kansas Board of Regents’ administrative arm does not issue 
separate financial statements. 
 

Kansas Bioscience Authority (KBA) is an independent instrumentality of the State. Its enabling statutes are found in 
K.S.A. 74-99b01 et seq. as amended and supplemented.  KBA was created on April 19, 2004 with the passage of the 
Kansas Economic Growth Act, a comprehensive economic development act designed to meet the needs of the changing 
Kansas economy.  KBA was created to make Kansas the most desirable state in which to conduct, facilitate, support, 
fund and perform bioscience research, development of commercialization, to make Kansas a national leader in 
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bioscience, and to create jobs, foster economic growth, advance scientific knowledge and improve the quality of life for 
the citizens of the State.    
 

Kansas Public Employees Retirement System (KPERS) is a body corporate and an instrumentality of the State.  
KPERS is an umbrella organization administering the following three statewide pension groups under one plan, as 
provided by K.S.A. 74, article 49: 
 

 Kansas Public Employees Retirement System 

 Kansas Police and Firemen’s Retirement System 

 Kansas Retirement System for Judges 
 

All three systems are part of a tax-exempt, defined benefit, contributory plan covering substantially all public employees 
in Kansas.  The Kansas Retirement System for Judges is a single employer group, while the other two are multi-
employer, cost-sharing groups.  The State and Kansas schools are required to participate, while participation by local 
political subdivisions is optional but irrevocable once elected.   
 
 

B. Government-wide and Fund Financial Statements 

 

Government-wide Statements – The statement of net assets and the statement of activities report information of the 
primary government and its component units.  These statements include the financial activities of the overall government, 
except for fiduciary activities.  Eliminations have been made to minimize the duplication of internal activities.  These 
statements distinguish between the governmental and business-type activities of the State and between its discretely 
presented component units.  Governmental activities are generally supported by taxes, intergovernmental revenues, and 
other non-exchange transactions.  Business-type activities are supported in whole or in part by fees charged to external 
parties.   
 
The statement of activities presents a comparison between direct expenses and program revenues for each segment of the 
business-type activities of the State and for each function of the State’s governmental activities.  Direct expenses are 

those that are specifically associated with a program or function and, therefore, are clearly identifiable to a particular 
function.  Program revenues include (a) charges paid by the recipients of goods or services offered by the programs and 
(b) grants and contributions that are restricted to meeting the operational or capital requirements of a particular program. 
Revenues that are not classified as program revenues, including all taxes, are presented as general revenues. 
 
The State classifies spending by function of government and by category of expenditure.  Function of government is a 
grouping of agencies, which make expenditures for similar programs and purposes. There are eight functions of 
government: (1) general government; (2) human resources; (3) education; (4) public safety; (5) agriculture and natural 
resources; (6) transportation; and (7) health and environment.  General Government includes State agencies with both 
administrative and regulatory functions.  These agencies include the State’s elected officials and the Department of 
Administration.  Human Resources agencies provide services to individuals.  Education agencies provide various 
educational services to Kansans. Public Safety agencies ensure the safety and security of Kansas’ citizens.  Agriculture 
and Natural Resources agencies protect the natural and physical resources of the State and regulate the use of those 
resources.  Transportation includes only the Department of Transportation.  Responsibilities of this agency include 
maintenance and construction of highways in Kansas. The Health and Environment agency optimizes the promotion and 
protection of the health of Kansans through efficient and effective public health programs and services and through 
preservation, protection, and remediation.   
 
Net assets are restricted when constraints placed on them are either externally imposed or are imposed by constitutional 
provisions.  Internally imposed designations of resources are not presented as restricted net assets. When both restricted 
and unrestricted resources are available for use, generally it is the State’s policy to use restricted resources first, then 
unrestricted resources as they are needed. 



State of Kansas 

Notes to the Financial Statements 

June 30, 2010 
 

I. Summary of Significant Accounting Policies 

 

 37 

 

 

Fund Financial Statements – The fund financial statements provide information about State funds, including fiduciary 
funds.  Separate statements for each fund category – governmental, proprietary, and fiduciary are presented.  The 
emphasis of fund financial statements is on major governmental and enterprise funds, each displayed in a separate 
column.  All remaining governmental and enterprise funds are aggregated and reported as non-major funds.   

 
 

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 

 
The government-wide, proprietary, and fiduciary fund financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting.  Revenues are recorded when earned and expenses are recorded 
when a liability is incurred, regardless of the timing of related cash flows.  Non-exchange transactions, in which the State 
gives (or receives) value without directly receiving (or giving) equal value in exchange, include income and sales taxes, 
grants, entitlements, and donations.  On an accrual basis, revenue from income and sales taxes is recognized in the fiscal 
year the underlying exchange occurred, while revenue from grants, entitlements, and donations is recognized in the fiscal 

year in which all eligibility requirements have been satisfied.   
 
Governmental funds are reported using the current financial resources measurement focus and the modified accrual basis 
of accounting.  Under this method, revenues are recognized when measurable and available.  The State considers all 
revenues reported in the governmental funds to be available if the revenues are due at year-end and collected within sixty 
days thereafter.  Expenditures generally are recorded when the related liability is incurred, except for principal and 
interest on general long-term debt, claims and judgments, and compensated absences, which are recognized as 
expenditures to the extent they have matured.  General capital asset acquisitions are reported as expenditures in 
governmental funds. Proceeds of general long-term debt and acquisitions under capital leases are reported as other 
financing sources.   
 
Under the terms of grant agreements, the State funds certain programs by a combination of specific cost-reimbursement 
grants, categorical block grants, and general revenues.  Thus, when program expenses are incurred, there are both 
restricted and unrestricted net assets available to finance the program.  It is the policy of the State to first apply cost-
reimbursement grant resources to such programs, followed by general revenues.   
 
The financial statements of the proprietary funds, pension funds, investment funds, college savings program fund, and 

component units are reported using the economic resources measurement focus and the accrual basis of accounting, 
similar to the government-wide statements described above. In reporting the financial activities of the proprietary funds, 
the State follows FASB Statements and Interpretations issued on or before November 30, 1989; Accounting Principles 
Board Opinions; and Accounting Research Bulletins, unless those pronouncements conflict with GASB pronouncements. 
  
 
 

D.  Fund Accounting 

 
The financial activities of the State are recorded in individual funds, each of which is deemed to be a separate accounting 
entity.  The State uses fund accounting to report on its financial position and results of operations.  Fund accounting is 
designed to demonstrate legal compliance and aid financial management by segregating transactions related to certain 
government functions or activities.  A fund is a separate accounting entity with a self-balancing set of accounts. 
 
The financial activities of the State that are reported in the accompanying financial statements have been classified into 
the following major governmental and proprietary funds.  In addition, a description of the internal service, fiduciary and 
component units follows: 
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Governmental Funds: 
These funds include the State's main operating fund, special revenue funds, capital projects funds, and debt service funds. 
 

General Fund – This is the primary operating fund of the State.  It accounts for all financial resources of the general 
government, except those required to be accounted for in another fund.  
  

Health Policy Authority – This fund includes all health insurance purchasing by the State, as well as federally funded 
programs (Medicaid, State Children’s Heath Insurance Program and Medikan) and the State Employee Health Insurance 
Program.   

 

Transportation Fund – This fund is the primary operating fund of the Department of Transportation.  The Department of 
Transportation has the statutory responsibility to coordinate planning, development and operation of the various modes 
and systems of transportation in the State. 
 

Transportation-Capital Projects Fund – This fund accounts for the financial resources to be used for construction of 
major capital facilities for the Department of Transportation. 
 

Proprietary Funds: 
These funds account for those activities for which the intent of management is to recover, primarily through user charges, 
the cost of providing goods or services to the general public, or where sound financial management dictates that periodic 
determinations of results of operations are appropriate. 
 

Water Funds – This fund accounts for the Water Pollution Control and Public Water Supply Revolving Loan funds 
controlled by the Department of Health and Environment. 
 

Unemployment Insurance Fund – This fund accounts for unemployment insurance for the deposit of moneys 

requisitioned for the Kansas Unemployment Insurance Trust Fund held by the U.S. Treasury for payment of 
unemployment benefits. 
 

Health Care Stabilization Fund – This fund accounts for moneys accumulated to pay damages for personal injury or 
death arising out of the rendering of or the failure to render professional services by a health care provider, self-insurer or 
inactive health care provider subsequent to the time that such health care provider or self-insurer qualified for coverage 
under the provisions of this program. 
 

Internal Service Funds - These funds account for printing, information technology, accounting, motor pool, aircraft, 
building maintenance, architectural, central mail, workers’ compensation, and capitol security services provided to other 
departments on a cost-reimbursement basis. 
 

Fiduciary Funds: 

The State presents as Fiduciary Funds those activities that account for assets held in a trustee capacity or as an agent for 
individuals, private organizations, or other governmental units. 

 
Pension Trust Fund - This fund is used to account for the assets, liabilities, and fund equities held in trust for the Kansas 
Public Employees Retirement System. 
 

Investment Trust Fund – This fund is used to account for the assets, liabilities, and fund equities held in trust for the 
Kansas Municipal Investment Pool. 
 

Private Purpose Trust Fund - This fund accounts for the  College Savings Program that allows participants to invest in a 
college savings account to cover tuition, fees, and the cost of room and board, books, supplies and equipment required for 
the enrollment or attendance of a beneficiary at an eligible educational institution. 
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Agency Funds - These funds account for assets held by the State in a custodial capacity or as an agent for individuals, 
private organizations, other governmental units and/or other funds. 
 
Both government-wide and proprietary funds financial statements of the State follow FASB Statements and 
Interpretations issued on or before November 30, 1989; Accounting Principles Board Opinions; and Accounting 
Research Bulletins, unless those pronouncements conflict with GASB pronouncements.  
 
The effect of interfund activity has generally been eliminated from the government-wide financial statements.   

 
Amounts reported as program revenues include 1) charges for goods, services, or privileges provided, 2) operating grants 
and contributions, and 3) capital grants and contributions, including special assessments.  General revenues include all 
taxes and internally dedicated resources. 
 
Proprietary funds distinguish between operating and non-operating revenues and expenses.  Operating revenues and 
expenses are generated from providing services or products in connection with the enterprise operations of the funds.  

 

 
E. Assets, Liabilities, and Net Assets or Equity 

 
Cash and Investments 
 
Cash balances of funds in the State Treasury are pooled and are held in a general checking account and other special 
purpose bank accounts. The available cash balances beyond immediate need are pooled for short-term investment 
purposes by the Pooled Money Investment Board (PMIB) and are reported at fair value, based on quoted market prices. 
 
For purposes of reporting cash flows, cash equivalents are defined as short-term, highly liquid investments that are 
readily convertible to cash. 
 

The investment policies of the PMIB are governed by State statutes. The primary objectives are to attain safety, liquidity, 
and yield.  Allowable investments for State pooled moneys not held in Kansas financial institutions are as follows: 

 
 Direct obligations of, or obligations except mortgage backed securities, that are insured as to principal and interest 

by the U.S. Government, or any direct agency thereof, with maturities up to four years 

 Repurchase agreements with Kansas banks or with primary government securities dealers 

 Loans as mandated by the Kansas Legislature limited to not more than the lesser of 10 percent or $140 million of 
total investments 

 Certain Kansas agency and IMPACT Act projects and bonds 

 Linked deposit loans for agricultural production not to exceed $60 million 

 Linked deposit loans for Kansas Housing Loan Deposit Program, Designated and Undesignated not to exceed  
$60 million 

 High grade commercial paper 

 High grade Corporate Bonds 
 

Specific Fund Investments – State statutes permit investing cash balances not included in the PMIB in the following types 
of investments: 

 
 U. S. Government obligations 

 Mortgage backed securities 

 Corporate securities 
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 U.S. Government agency securities 

 Repurchase agreements 

 Commercial paper not to exceed 270 days to maturity and rated within the two highest commercial paper ratings 

 State of Kansas agency bonds, with maturities not to exceed four years 
 
In addition to the above investments, short-term bond proceeds may be invested at the direction of KDFA through the 
PMIB. 
 
Kansas Municipal Investment Pool - The Kansas Municipal Investment Pool (MIP) was created on July 1, 1992, as a 
voluntary, State-managed investment alternative for State and local funds. The Office of the Kansas State Treasurer 
(Treasurer) acts as the custodian for all moneys deposited. All Kansas governmental units, including cities, counties, 

school districts and other governmental entities holding public moneys are eligible to participate in the MIP.  The 
deposits in the MIP are combined with State moneys to form the Pooled Money Investment Portfolio. 

 
Kansas Public Employees Retirement System (KPERS) Investments - KPERS investment categories, as permitted by 
statute, include equities, fixed income securities, cash equivalents, real estate, derivative products and alternative 
investments. KPERS values its investments at fair value.  In fulfilling its responsibilities, the Board of Trustees contracts 
with investment management firms and a master global custodian. 
 
Investment Income Allocation – State statutes require interest earned to be credited to the State General Fund unless 
required by law to be credited based on average daily balance to a specific fund. 
 

Receivables and Payables  

 
Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the fiscal 
year are referred to as either “due to / from other funds” (i.e., the current portion of interfund loans) or “advances to/from 
other funds” (i.e., the non-current portion of interfund loans).  All other outstanding balances between funds are reported 
as “due to / from other funds.”  Any residual balances outstanding between the governmental activities and business-type 
activities are reported in the government-wide financial statements as “internal balances.” 
 
Advances between funds, as reported in the fund financial statements, are offset by a fund balance reserve account in 
applicable governmental funds to indicate that they are not available for appropriation and are not expendable available 
financial resources. 
 
Receivables are shown net of an allowance for uncollectible. 
 

Inventories 

 
Inventories are valued at cost using the first in/first out (FIFO) method.  Inventories in the government-wide financial 
statements are accounted for using the consumption method.  Inventories in the governmental funds financial statements 

are on the purchases method.  The purchases method provides that inventory be treated as expenditure when purchased. 
Consumable supplies are reported only if over $200,000 per agency. 
 
The governmental funds statements have a current financial resources focus.  As a result, modified accrual adjustments to 
capitalize inventory at year-end, affect beginning fund balance rather than expenditures.  The focus on current financial 
resources is better maintained by not adjusting the expenditures for the amount of inventory reclassified to the balance 
sheet.  The government-wide statements, however, require the full accrual adjustment to expenditures to properly reflect 
the amount of inventory consumed during the fiscal year. 
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Deferred Bond Issuance Costs 

 
Deferred bond issuance costs consist of the costs incurred related to bond issuance.  These costs are capitalized and 
amortized over the term of the bonds using the straight-line method. 
 

Restricted Assets 

 
Certain resources are classified as restricted assets on the balance sheet because they are maintained in separate bank 

accounts and their use is limited by bond requirements.  The Unemployment Insurance Fund was established by law as a 
special fund separate and apart from all public money or funds of the State.  The cash is maintained in a separate bank 
account with the U.S. Treasury. 
 

Capital Assets  

 
Capital assets are reported at actual or estimated historical cost.  Contributed assets are reported at estimated fair value at 
the time received.  The costs of normal maintenance and repairs that do not add to the value of the asset or materially 
extend asset lives are not capitalized.  Construction in process is capitalized.  Capitalization policies (the dollar values 
above which asset acquisitions are added to the capital asset accounts), depreciation methods, and estimated useful lives 
of capital assets reported in the government-wide statements and proprietary funds are as follows: 
 
  Capitalization 

Policy 
 Depreciation 

Method 
 Estimated 

Useful Life 

Land  $100,000 Not applicable  Not applicable
Buildings and leasehold improvements  100,000 Straight-line  40 years
Furnishings and equipment  5,000 Straight-line  8 years
Automobiles  5,000 Straight-line  5 years
Intangibles, software  250,000 Straight-line  8 years
Intangibles, other  250,000 Straight-line  50 years
     
 
The depreciation method is straight line with no salvage value.  Accumulated depreciation is calculated in total by class 
of assets by year using the one half year convention in year of purchase.  No depreciation is recorded for land and 

construction in progress. 
 
Works of art and historical items are not capitalized.  It is the intent of the State that all art works and historical objects 
be held for the purpose of exhibition to the public to further education and research.  It is also the intent to preserve and 
protect such items to insure their availability to future generations.  If any items are sold from any collection, the 
proceeds from such disposition are intended to be set aside for future acquisitions for the collections. 
 

Infrastructure 

 
The roadway system and bridge system are reported using the modified approach.  Accordingly, depreciation is not 
reported for these systems, and all expenditures, except for additions and improvements are expensed.    

 

Compensated Absences   

 
Classified State employees accrue vacation leave based on the number of years employed up to a maximum rate of 6.5 
hours per pay period, and may accumulate a maximum of 240 hours.  Upon retirement or termination, employees are paid 
for accrued vacation leave up to their maximum accumulation.  State employees earn sick leave at the rate of 3.7 hours 
per pay period.  Employees who terminate are not paid for unused sick leave.  Employees who retire are paid a portion of 
their unused sick leave based on years of service and hours accumulated.  The State uses the vesting method to compute 
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the sick leave liability.  The compensated absences liability will be liquidated by the State’s governmental and internal 
service funds. 
 

Bonds and Notes Payable 

 
Bonds and notes payable consist of notes and bonds issued to finance capital improvements for various projects.  In the 
government-wide financial statements, and proprietary fund types in the fund financial statements, long-term debt is 
reported as a liability in the applicable governmental activities, business-type activities, or proprietary fund type 
statement of net assets. Bond premiums, discounts, and deferred bond issuance costs are capitalized and amortized over 

the term of the bonds using the straight-line method. Bonds payable are reported net of the applicable bond premium or 
discount.  Deferred bond issuance costs are reported as other asset and amortized over the term of the related debt. 
 
In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as deferred 
bond issuance costs, during the current period.  The face amount of bond debt issued is reported as other financing 
sources.  Premiums and discounts on debt issuances are reported as other financing sources and uses.  Bond issuance 
costs are reported as debt service expenditures. 

 
Other Long-term Obligations 

 
Other long-term obligations consist of claims and judgments, capital leases payable, and other miscellaneous long-term 
obligations.  In the government-wide financial statements, and proprietary fund types in the fund financial statements, 
other long-term obligations are reported as a liability in the applicable governmental activities, business-type activities, or 
proprietary fund type statement of net assets. 
 

Fund Equity 

 
In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not 
available for appropriation or are reserved for a specific purpose.  Designations of fund balance represent tentative 
management plans that are subject to change. 
 
 

F. Use of Estimates 

 
Management uses estimates and assumptions in preparing financial statements.  Those estimates and assumptions affect 
the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported revenues 
and expenses.  Actual results could vary from the estimates that were used in preparing the financial statements. 

 

 

G.    New Governmental Accounting Standards Board Statements 

 
The State implemented the following new pronouncements for fiscal year 2010: 
 
GASB Statement No. 51, “Accounting and Financial Reporting for Intangible Assets” provides guidance regarding how 

to identify, account for and report intangible assets.  The new standard characterizes an intangible asset as an asset that 
lacks physical substance, is nonfinancial in nature and has an initial life extending beyond a single reporting period.  
Examples of intangible assets include easements, computer software, water rights, patents and trademarks. 
 
GASB Statement No. 53, “Accounting and Financial Reporting for Derivative Instruments” was issued June 2008. This 
statement requires government to measure most derivative instruments at fair value in their financial statement. The 
methods of evaluating the effectiveness of hedging derivative instruments are addressed. The recognition and disclosure 
of information regarding derivative instrument are also addressed in this statement.  



State of Kansas 

Notes to the Financial Statements 

June 30, 2010 
 

I. Summary of Significant Accounting Policies 

 

 43 

 

At June 30, 2010, the Governmental Accounting Standards Board (GASB) had issued several statements not yet 
implemented by the State.  The State plans to implement the provisions of these statements on or before their effective 
dates. Management has not yet determined the impact these new statements will have on the State’s financial statements. 
The State will implement the following new pronouncements for fiscal years ending after June 30, 2010. 
 
GASB Statement No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions” was issued March 2009. 
The objective of this Statement is to improve the usefulness of fund balance information by providing clearer fund 
balance classifications that can be more consistently applied and by clarifying the existing governmental fund type 
definitions. The provisions of this statement are effective for periods beginning after June 15, 2010. 

 
GASB Statement No. 57, “OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans” was issued 
December 2009.  This statement addresses issues related to the use of the alternative measurement method and the 
frequency and timing of measurements by employers that participate in agent multiple-employer other post-employment 
benefits (OPEB) plans.  This statement is effective for periods beginning after June 15, 2011. 
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A. Excess of Expenditures Over Appropriations 

 
For the year ended June 30, 2010, expenditures did not exceed appropriations or limitations. 
 
 

B. Deficit Fund Equity 

 
The Transportation – Capital Projects Fund had a deficit fund balance in fiscal year 2010 due to reporting requirements 

of demand bonds with no long-term financing agreement in place. 
 
The State General Fund had a deficit fund balance in fiscal year 2010 because the State had less cash due to the decline 
in the economy. 
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A. Deposits and Investments   

 
A summary of deposits and investments at June 30, 2010, is as follows (expressed in thousands): 
 
 

Go v t  a nd

B us ine s s

Type

A c t iv it ie s Trus t A g e nc y

P o o led Cas h and Inves tments

      Cas h $ 29,077 $ 1,312 $ 0 $ 0 $ 0 $ 0 $ 30,389

     Inves tments 1,013,683 0 814,720 0 355,909 550,179 2,734,491

Cas h depo s its  with financ ia l

ins titutio ns (80,597) 0 0 0 0 0 (80,597)

Cas h with U.S . Treas ury 143,795 0 0 0 0 0 143,795

Uncla imed P ro pe rty inves ted by

KP ERS 192,270 0 0 0 0 0 192,270

Impres t funds  and agency bank  

acco unts 1,114 0 0 0 0 130 1,244

Canteen, members ' benefit,

members ' mo ney in agency's

cus to dy 0 0 0 0 10,049 0 10,049

Kans as  P ublic  Emplo yees  

Retirement (KP ERS) 0 12,375,903 0 0 0 0 12,375,903

Inves tments  owned by o ther funds 391,041 0 0 0 430,766 16,283 838,090

Learning Ques t inves tments 0 0 0 2,329,875 0 0 2,329,875

Security depo s its  he ld by Kans as  

Ins urance  Dept. 0 0 0 0 146,775 0 146,775

Star Bo nds 101,926 0 0 0 0 0 101,926

Mis ce llaneo us  cas h and o ther

adjus tments  (30,919) 0 0 0 (8,045) 2,272,281 2,233,317

      To ta l $ 1,761,390 $ 12,377,215 $ 814,720 $ 2,329,875 $ 935,454 $ 2,838,873 $ 21,057,527

Units To ta lP ro g ram

S a v ing s

C o lle g e

P e ns io n Inv e s tm e nt Co mpo ne nt

Trus t
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A reconciliation of deposits and investments for the State to the financial statements at June 30, 2010, is as follows 
(expressed in thousands): 
 

 

 

Disclosures Regarding Deposits and Investments:

     Total investments and deposits $ 18,127,296          

     Carrying amount of deposits 2,930,231            

          Total  $ 21,057,527          

 

Statement of Net Assets

Governmental and Business-Type Activities

     Cash and cash equivalents $ 938,222               

     Investments at fair market value 334,937               

     Restricted cash and cash equivalents 432,129               

     Restricted investments 56,102                 

Component Units

     Cash and cash equivalents 669,678               

     Investments at fair market value 1,870,122            

     Restricted cash and cash equivalents 191,387               

     Restricted investments 107,689               

Statement of Fiduciary Net Assets

     Cash and cash equivalents 1,174,920            

     Investments at fair market value 15,282,341          

          Total $ 21,057,527          

Investments Owned by Other Funds: 

 
 

Business-Type Component 

Investment Type Governmental Activities Units Agency Total

U.S. Government Obligations $ 2,814 $ 0 $ 1,385 $ 430,766 $ 434,965 

U.S. Government Agency Securities 71,260 162,724 1,124 0 235,108 

Mortgage Backed Securities 101 0 0 0 101 

Kansas Banks 0 0 2,971 0 2,971 

Repurchase Agreements 3,678 33,946 1,325 0 38,949 

Municipal Investment Pool 0 0 520 0 520 

Guaranteed Investment Contracts 7,402 37,433 8,958 0 53,793 

Corporate Securities 0 71,683 0 0 71,683 

Total $ 85,255 $ 305,786 $ 16,283 $ 430,766 $ 838,090 

Primary Government

Investments Owned by Other Funds

Fiscal Year 2010
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State Treasury and Municipal Investment Pool Balance 

 
Cash balances in the State Treasury are held in numerous bank accounts.  Available cash balances beyond immediate needs 
are pooled for short-term investment purposes.  The cash balances and investments are combined and reported under the 
caption of “Cash and cash equivalents.”  The State Treasury and Municipal Investment Pool balance as of fiscal year-end is 
comprised as follows (expressed in thousands): 
 

Pooled Cash and Investments

Cash

Kansas banks demand accounts $ 30,389          

Investments at fair market value

Kansas banks certificates of deposit 149,288        

U.S. Government agencies securities 1,129,476     

Commercial paper 719,920        

Repurchase agreements 675,000        

Loans receivable 5,739            

Public water supply loan fund 5,000            

Linked deposits 50,069          

Cash deposits with financial institutions

Moneys in custodial demand accounts 644               

Cash items 25                 

Cash in transit (81,266)         

Unclaimed property invested by KPERS 192,270        

Unemployment trust fund cash with U.S. Treasury 143,795        

Total State Treasury and Municipal Investment Pool Balance $ 3,020,349     
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At June 30, 2010, the carrying amount (book balance) of the deposits included in the State Treasury balance was $2.9 
billion.  At June 30, 2010, the State Treasurer had $293.2 million in the associated bank balances.  For cash deposits with 
financial institutions, the State requires that its depository banks pledge collateral that has a market value equal to or 
greater than the deposits.  Effective March 15, 2004, the Kansas State Treasurer’s office in its role as custodian for 
collateral pledged against the State deposits, agreed to follow the changes to the pledged collateral policy that the Pooled 
Money Investment Board has approved.  The criteria for Kansas Bank CDs are as follows: 
 

 U.S. Treasury securities (T-Bills, T-Notes, and Treasury Strips) and Federal Agency securities (Discount Notes 
and Debentures) with a final maturity of five years and under will require pledging of 100 percent collateralization 
(for any amount over the $250,000 FDIC coverage). 

 Any other type of security (including CMO’s and MBS), surety bonds, or letters of credit (regardless of the final 
maturity) will require 105 percent collateralization. 

 Any security with a final maturity longer than five years will require 105 percent collateralization. 
 
Securities pledged as collateral for demand deposit accounts will not be subject to the new pledged collateral policy.  The 
State’s deposits with financial institutions were fully collateralized at fiscal year-end by Federal Deposit Insurance 
Corporation (FDIC) insurance or pledged collateral (government securities, FHLB letters of credit or surety bonds). The 
pledged securities and bonds are held in safekeeping for the State Treasurer at the Federal Reserve Bank of Kansas City or 
in approved custodial banks and are held in the name of the State. 
 
The cash balances in the State Treasury are included in the financial statements in the category “Cash and cash 
equivalents.”  Also included in this category are amounts outside the State Treasury such as cash in agencies’ imprest funds 
and authorized bank accounts, canteen, benefit and members’ moneys in agencies’ custody. 
 
Component Unit - KDFA 

 
KDFA has adopted a formal investment policy.  The primary objectives of investment activities are, in priority order, 
safety, yield and liquidity.  The standard of care to be used by investment officials shall be the “prudent investor” standard, 
and shall be applied in the context of managing an overall portfolio. 
 
At June 30, 2010, KDFA has $565,844 invested in the State Municipal Investment Pool.   
 
Custodial Credit Risk.  Custodial credit risk is the risk that, in the event of the failure of the counterparty, KDFA will not 
be able to recover the value of its deposits or investments that are in the possession of an outside party.  The bank balances 
of KDFA’s deposits at June 30, 2010, totaled $180,439.  UMB Bank will pledge collateral to a Federal Reserve account for 
bank balance in excess of the FDIC limit, as well as by the standard coverage of the FDIC. 
 
Credit Risk.  KDFA’s policy limits investments to those allowed by State Statute, and further to those with one of the top 
two ratings from Standard & Poor’s or Moody’s Investor Services, depending on the type of investment.  As of June 30, 
2010, KDFA was invested Kansas Municipal Investment Pool.  As of June 30, 2010, the pool was rated AAAf / S1+ by 
Standard & Poor’s.  The Vanguard GNMA Fund’s underlying securities are primarily GNMA securities, which are 
explicitly guaranteed by the U.S. Government and thus carry no credit risk. The Vanguard Short Term Bond Index Fund’s 
underlying securities are U.S. Government, high quality (investment-grade) corporate, and investment-grade international 
dollar-denominated bonds. The Funds have an average rating of Aaa/Aa+.  
 
Interest Rate Risk.  As a means of limiting its exposure to fair value losses arising from the fluctuations in interest rates, 
KDFA’s investment policy limits investment maturities as follows:  the portion of the portfolio equal to 150 percent of the 
current year annual operating expense budget shall be continuously invested in obligations which have maturities of twelve 
months or less.  Moneys in excess of the 150 percent may be invested in obligations greater than twelve months, but no 
more than sixty months. 
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As of June 30, 2010, KDFA had the following investments, excluding certificates of deposit, with the noted investment 
maturities (expressed in thousands): 
 

Investment Type

KMIP $ 566 $ 566

Vanguard 10,298 10,298
Total $ 10,864 $ 10,864

Fair Value

Less than

1 year

 
 
KDFA’s investments during the year did not vary substantially from those at year-end in amounts or level of risk. 
 
Component Unit - KHRC 

 
As of June 30, 2010, KHRC had the following cash and investments (expressed in thousands): 
 

Cash

Financial Institution $ 105 $ 105

Money market funds 3,298 3,298

Securities purchased under agreements to resell 275 275

U.S. Treasury Bond and Agency obligations 6,482 6,542
       Total $ 10,160 $ 10,220

Cost Fair Value

 
 
As of June 30, 2010, KHRC investments and maturities consist of the following (expressed in thousands): 
 

Investment Type

U.S. Agency Securities $ 5,193 $ 0 $ 5,193

Mortgage backed securities 1,349 928 421

Total $ 6,542 $ 928 $ 5,614

Fair Value 1-5 Years

Less than 1 

year

 
 

Investment Policy.  KHRC has adopted a formal investment policy.  The primary objectives, in priority order, of 
investments activities shall be safety, liquidity, and yield.  The standard of care to be used by investment officials shall be 
the “prudent person” standard, and shall be applied in the context of managing an overall portfolio.  Investments are made 
with judgment and care, under circumstances then prevailing, which persons of prudence, discretion and intelligence 
exercise in the management of their own affairs, not for speculation, but for investment, considering the probable safety of 
the capital as well as the probable income to be derived.   
 
Interest Rate Risk.  KHRC minimizes the risk it will realize losses due to declines in the market value of securities in its 
portfolios, by structuring its investment portfolio so that securities mature to meet cash requirements for scheduled 
disbursements or ongoing operations, taking into account cash balances available or expected to be available for such 
requirements, thereby avoiding the need to sell securities on the open market prior to maturity.  KHRC also diversifies its 
investments to minimize the risk of loss resulting from over concentration of assets in specific maturity, specific issuer, or 
specific class of securities.   
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Credit Risk.  The risk that an issuer or other counterparty to an investment will not fulfill its obligation is called credit risk. 
Per the investment policy, KHRC will minimize the credit risk through pre-qualifying institutions, diversifying its 
portfolios, and maintaining a standard of quality of authorized eligible investments. As of June 30, 2010, KHRC’s 
investments were rated A+ to AAA by Standard & Poor’s. 
 
Custodial Credit Risk.  Custodial credit risk is the risk that, in the event of the failure of the counterparty, KHRC will not 
be able to recover the value of its deposits or investments that are in the possession of an outside party.  KHRC’s 
investment policy requires collateralization on all demand deposit accounts, and to secure investments in Certificates of 
Deposits and Repurchase Agreements.  KHRC also minimizes custodial credit risk by pre-qualifying the custodial or 
depository institutions, broker/dealers, intermediaries and advisors with which KHRC will do business.  Investments held 
at June 30, 2010, including the underlying securities on the repurchase agreement, are held by the investment’s 
counterparty.  The repurchase agreement and deposits held with a financial institution were fully collateralized at June 30, 
2010. 
 
Concentration of Credit Risk. KHRC’s investments are diversified to minimize the risk of loss resulting from over 
concentration of assets in specific maturity, specific issuer, or specific class of securities. The maximum percentage of 
portfolio by investment type ranges from 100 percent for U.S. Treasury Securities, U.S. Government Instrumentality 
Obligations and the State of Kansas Pooled Money Investment Board to 15 percent for banker’s acceptance and 
commercial paper. All of KHRC’s investments are in U.S. Government Instrumentality Obligations, which include 
investments in the Federal National Mortgage Association (55.8 percent), Freddie Mac (18.7 percent), and the Federal 
Home Loan Bank (25.5 percent) as of June 30, 2010. 
 
Risks and Uncertainties:  KHRC maintains a portion of its total assets in a combination of bonds, fixed income securities, 
and other investment securities.  Investment securities are exposed to various risks, such as interest rate, market fluctuation 
and credit risk.  Due to the level of risk associated with certain investment securities, it is at least reasonably possible that 
changes in risks in the near term would materially affect KHRC investments. 
 
Component Unit - KTEC 

 
The following table summarizes the KTEC’s cash and investments at June 30, 2010 (expressed in thousands): 
 

Bank deposits and repurchase agreements $ 1,158      

Certificate of deposit 102         

Cash held by the State 260         

Total Deposits $ 1,520      

 
 
Cash in the amount of $259,691 held by the State, which is not categorized below, represents grant funds received but not 
yet expended at June 30, 2010.   
 
Custodial Credit Risk.  Custodial credit risk is the risk that in the event of a bank failure, KTEC’s deposits may not be 
returned to them.  KTEC does not have a deposit policy for custodial risk.  KTEC was not exposed to custodial risk at June 
30, 2010, as indicated below (expressed in thousands): 
 

Deposits covered by federal depository insurance or 

  collateral held by KTEC or its agent in KTEC's name $ 608               

Deposits covered by collateral held by pledging financial 
  institution's trust department or by its agent in KTEC's name 756              

Total Deposits (Bank Balance) $ 1,364            
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Investments in Limited Partners consisted of the following at June 30, 2010 (expressed in thousands): 
 

Investments in Economic Development LLCs

Wichita Technology Ventures, LLC $ 809            

Manhattan Holdings, LLC 660            

Quest Ventures, LLC 215            

Milestone Ventures, LLC 125            

Precede Fund, LLC 192            

Bi-State Investment Group 20              

Seed Capital Investments

Chemidex 226            

Control Vision Corporation 200            

CritiTech, Inc. 407            

CyDex, Inc. 378            

Deciphera 113            

Griffin Technology 100            

Heartland Technologies 150            

Hiper Technology 300            

iModules Software, Inc. 165            

Innovia Medical 300            

IRR-Residential 200            

Living Naturally 99              

Magic Lantern, LLC 101            

Nanoscale Materials, Inc. 250            

NUVIO Corporation 150            

Pixus Communications, LLC 100            

PowerSmart, LLC 125            

Proteon Therapeutics, LLC 182            

Redemption Plus, Inc. 91              

Softvu, LLC 160            

Sportvision 42              

Urigen 257            

Vasogenix Pharmaceuticals, Inc. 249            

Winglet Technology 150            

Community Wireless 100            

Edenspace 250            

Peak Vision Sports 150            

TDP, Inc. 496            

Felton International 60              

PS Holdings, LLC 38              

Matrix Electronic Measuring, Inc. 150            

Athletixnation 167            

EcoFit Lighting 250            

KC Biomedix 361            

Professional Engineering Corp. 100            

Niltride Solutions Inc. 100            

  Total $ 8,738         
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KTEC Holdings hold an equity position in Wichita Technology Ventures, LLC, Manhattan Holdings, LLC, Quest 
Ventures, LLC, Milestone Ventures, LLC, and Precede Fund, LLC.  These entities were co-organized by KTEC and others 
to make equity-related investments in pre-seed and other early stage financings.  KTEC Holdings is in no way obligated to 
provide future funding to any of the joint ventures.  Separate financial statements are available from each of the joint 
ventures upon request of the joint ventures’ management. 
 
Component Unit – Kansas Bioscience Authority 

 

As of June 30, 2010, the Kansas Bioscience Authority (KBA) had balances of $89.6 million of cash and money market 
investments. 
 
Deposit and Investment Policies.  KBA has adopted deposit and investment policies. Investment guidelines were followed 
by the local investment company which holds the KBA’s cash and investments. Such guidelines are discussed in more 
detail below. 
 
Custodial Credit Risk.  Custodial credit risk is the risk that, in the event of a failure of the counterparty, KBA will not be 
able to recover the value of its deposits or investments that are in the possession of an outside party. At June 30, 2010, 
approximately $50 million were exposed to custodial risk as deposits are in excess of FDIC insurance coverage limits. On 
June 30, 2010, KBA transferred $50 million to a broker for investment purposes; these funds were subsequently invested in 
money market portfolio the following day. For the one day during which these funds were being transferred to the broker 
for investment, they were temporarily “walled off” in a tier 1 capital account that was protected by FDIC insurance 
coverage, so are included in this custodial credit risk. During fiscal 2009, KBA implemented a sweep option for its cash 
deposit account that transfers fund in excess of FDIC insurance coverage limits into a money market fund account for 
investment in government-backed securities. The investments in this money market account are protected from custodial 
credit risk by $500,000 in Securities Investor Protection Corporation (SPIC) insurance coverage. Also, as of June 30, 2010, 
underlying securities of $7.1 million in investments were held by the investments’ counterparties.  
 
Credit Risk.  As of June 30, 2010, KBA was invested in government agency securities including FHMLC, FFCB, FHLB 
and FNMA securities.  The government agency securities were rated AAA by Standard & Poor’s and Aaa by Moody’s 
Investors Service.  Under KBA’s investment policy, only AAA-rated securities were considered for investment. 
 
Concentration of Credit Risk.  Under KBA’s investment policy, there is no limit on the total amount that can be invested in 
U.S. Treasury securities, government agency securities, or money market funds, but no more than five percent of the 
investment portfolio can be invested in securities issued or guaranteed by any one corporate issuer. As of June 30, 2010, 
KBA did not have an investment in a security type in excess of 5 percent of the total cash and investments balance. 
 
Interest Rate Risk.  Interest rate risk relates to the exposure to fair value losses arising from the fluctuations in interest 
rates.  Under KBA’s investment policy, the average duration of the overall portfolio should be no more than four years and 
only high-quality securities are considered. Management utilizes an investment manager and considers input and advice 
from this manager as part of the investment policy.  As of June 30, 2010, KBA had the following investment maturities 
(expressed in thousands): 
 
 

Investment Type

Government Securities $ 7,146 $ 0 $ 2,077 $ 5,069

1-5 years

90 days to 

1 year

Less than 90 

daysFair Value
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KBA investments consisted of the following at June 30, 2010 (expressed in thousands): 
 

$ 5,317

Equity securities 1,404       

Venture capital limited partnership 1,226   
Total $ 7,947   

Debt securities

 
 
 
At June 30, 2010, KBA also owned warrants in and equity rights for the purchase of common stock in certain portfolio 
companies. The value of these warrants and equity rights is not readily determinable; therefore, they are not included in 
these financial statements. 
 

B. Investments 
 
Investments in the State Treasury Balance and Municipal Investment Pool at June 30, 2010, are as follows (expressed in 
thousands): 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Investments are managed by the Pooled Money Investment Board (PMIB) which maintains a published investment policy. 
 

Interest Rate Risk. The PMIB minimizes the risk that the market value of securities in the portfolio will fall due to changes 
in general interest rates by: (a) structuring the investment portfolio so that securities mature to meet cash requirements for 
ongoing operations, thereby avoiding the need to sell securities on the open market prior to maturity; and (b) investing 
operating funds primarily in shorter-term securities. 

 
Credit Risk.  The PMIB minimizes credit risk, the risk of loss due to the failure of the security issuer or backer, by: (a) 
limiting investments to the safest types of securities; (b) pre-qualifying the financial institutions, brokers/dealers, 
intermediaries, and advisers with which the PMIB will do business; and (c) diversifying the investment portfolio so that 
potential losses on individual securities will be minimized. 
 

Concentration of Credit Risk.  The PMIB minimizes concentration of credit risk by requiring that commercial paper and 
corporate bonds shall never exceed 50 percent of the total PMIB investment portfolio, and that no more than five percent of 
that portfolio shall be invested in the securities of any single business entity. 
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Investments Owned by Other Funds but maintained by KDFA 

 

Specific Fund Investments.  Cash balances not held in the State Treasury may be invested as permitted by bond documents 
and bond covenants.  Allowable investments include: 

 

 U.S. Government obligations 

 Obligations of government-sponsored agencies 

 Federal funds, unsecured certificates of deposit, time deposits and banker’s acceptances 

 Deposits – fully insured by FDIC 

 Certain State or municipal debt obligations 

 Certain pre-refunded municipal obligations 

 Commercial paper 

 Investments in money market funds 

 Repurchase agreements 

 Stripped securities 

 Investments in the Municipal Investment Pool Fund 

 Investment agreements 

 Guaranteed investment contracts 
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As of June 30, 2010, State agencies had the following investments (expressed in thousands): 
 

Agency Name
Inves tment 

Type

Fo rt Hays  S ta te  Unive rs ity
Inves tment 

Agreement $ 115 $ 0 $ 0 $ 115 $ 0

Dept o f Health & 

Enviro nment

Inves tment 

Agreement
18,431             

0
1,755              3,300             13,376            

Dept o f Health & 

Enviro nment
Repurchas e  

Agreement
             37,671 0 0               13,134             24,537 

Dept. o f Trans po rta tio n
Inves tment 

Agreement 15,277 0 0 0 15,

Dept. o f Commerce
Inves tment 

Agreement 6,267 0                2,816                3,451 0

Dept o f Commerce

Repurchas e  

Agreements               3,239               3,239 0 0 0

Kans as  Sta te  Univers ity
Repurchas e  

Agreements 932 0 0 932 0

Kans as  Sta te  Univers ity
Inves tment 

Agreement 4,335 0 461 0 3,874

Empo ria  Sta te  Univers ity
Inves tment 

Agreement 227 0 0 0

P itts burg Sta te  Univers ity

Inves tment 

Agreement 1,019 0 0 365 654

Dept. o f Co rrec tio ns
Repurchas e  

Agreements 439 0 0 439 0

Dept. o f Co rrec tio ns

Inves tment 

Agreement 1,135 0 1,135 0 0

Unive rs ity o f Kans as
Repurchas e  

Agreements 393 0 0 0                    

Unive rs ity o f Kans as
Inves tment 

Agreement 2,567 0                   446                1,599                   522 

277

227

393

Unive rs ity o f Kans as   

Medica l Center
Inves tment 

Agreement 695 0 0                    231                   464 

To ta l $ 92,742 $ 3,239 $ 6,613 $ 23,566 $ 59,324

6-10 yea rs

Mo re  than 10 

yearsFa ir Value
Les s  than 1 year

1-5 yea rs

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



State of Kansas 
Notes to the Financial Statements 

June 30, 2010 
 

III. Detailed Notes On All Funds 
 

 56   

 
 
The investments shown above include debt service reserve funds and other investments as shown below (expressed in 
thousands): 
 

Agency Name

Fort Hays State University $ 115                   $ 0 $ 115               

Dept of Health and Environment 50,168              5,934 56,102          

Dept. of Transportation 15,277              0 15,277          

Dept. of Commerce 9,506                0 9,506            

Kansas State University 5,267                0 5,267            

Emporia State University 227                   0 227               

Pittsburg State University 1,019                0 1,019            

Dept. of Corrections 1,574                0 1,574            

University of Kansas 2,960                0 2,960            

University of Kansas Medical Center 695                   0 695               

Total $ 86,808              $ 5,934             $ 92,742          

 Reserve Fund

Debt Service Other

 Investments Total

 
 
 
Interest Rate Risk – Due to the tax exempt status of the bonds it is generally the practice of KDFA management to match 
reserve fund interest rates to the arbitrage yield on the bonds and the term of the investments to the maturity of the bonds. 
For invested loan funds, the KDFA generally invests to maximize the interest rate and set a term of investment based on 
estimated expenditures which is generally three to five years. 
 
Credit Risk – The KDFA holds investments that may have credit risk since the underlying securities may include securities 
other than those that take the form of U.S. Treasuries or obligations explicitly guaranteed by the U.S. government.  The 
investments are unrated.   
 
Concentration of Credit Risk.  The KDFA places no limit on the amount that may be invested with any one provider.  The 
table below identifies the percent of total investments held by each provider as of June 30, 2010 (expressed in thousands):  
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Agency Name Investment Provider

Percent of 

Total for 

Agency

Fort Hays State University Natixis Funding Corp. $ 115            100%

Dept. of Health & Environment AIG 20,955       37.35%

Dept. of Health & Environment Citigroup 17,558       31.30%

Dept. of Health & Environment FSA 1,201         2.14%

Dept. of Health & Environment MBIA 3,997         7.12%

Dept. of Health & Environment Trinity Plus Funding 11,384       20.30%

Dept. of Health & Environment Morgan Guaranty 1,007         1.79%

Dept. of Transportation FSA Capital Mgmt. Serv. 15,277 100%

Dept. of Commerce MBIA 3,451 36.30%

Dept. of Commerce Bayerische 3,239 34.07%

Dept. of Commerce FSA Capital Mgmt. Serv. 2,817 29.63%

Kansas State University MBIA 3,874 73.55%

Kansas State University JP Morgan Chase 932 17.70%

Kansas State University Bayerische 461 8.75%

Emporia State University Trinity Plus 227 100%

Pittsburg State University AIG 814 79.83%

Pittsburg State University Trinity Plus 206 20.17%

Dept. of Corrections AIG 1,574 100%

University of Kansas Bayerische 643 21.73%

University of Kansas FSA Capital Mgmt. Serv. 1,871 63.23%

University of Kansas Natixis 445 15.04%

University of KS Medical Ctr. Natixis Funding Corp. 463 66.70%

University of KS Medical Ctr. Societe Generale 231 33.30%

Wichita State University AIG 100%

Total $ 92,742

 Fair Value 
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Component Unit-Universities 

 
The following table summarizes the State University System’s cash and investments at June 30, 2010 (expressed in 
thousands): 
 

U.S. Government obligations $ 396

Kansas banks 2,971

Invested with PMIB 2,632

Invested with KDFA 10,284

Imprest funds 130

Cash held with the State Treasurer 550,175

Cash and other investments 2,133,011

  Total cash and investments $ 2,699,599

Fair Value

 
 
University component unit cash investments minimize risks for credit, interest and concentration of credit per specific 
investment policies which include U.S. Treasury securities or obligations explicitly guaranteed by the U.S. government. 
 
Kansas Public Employees Retirement System (KPERS) Investments 

 
Investments and the investment process are governed by K.S.A. 74-4921.  The Board of Trustees maintains a formal 
Statement of Investment Policy, which addresses the governing provisions of the law, as well as specifying additional 
guidelines for the investment process. 
 
Statutory authority for KPERS’ investment program is provided in K.S.A. 74-4901, et seq., effective July 1, 1993.  The 
Retirement Act addresses the following areas: 
 

 Establishes the structure of the Board of Trustees, defines the Trustees’ responsibilities, imposing the prudent 
expert standard upon their actions with respect to managing the assets of KPERS. 

 

 Requires that the assets be invested to preserve capital and solely to provide benefits to members and the 
members’ beneficiaries. 

 

 Limits the possible allocation of common stock to 60 percent of the total book value of the fund. 
 

 The annual allowance for new alternative (non-publicly traded) investments is limited to one percent of the market 
value of the total investment assets of the fund as measured from the end of the preceding calendar year. 

 

 Establishes limits on the structure of future investments in real estate or alternative investments. 
 

 Requires that the Board develop investment policies and objectives to invest fund assets. 
 

 Authorizes the Board to hire qualified professionals/firms to assist in investing the fund and requires that such 
professionals/firms obtain errors and omissions insurance coverage and fidelity bond insurance coverage. 

 

 Authorizes the Board to pay for the services of retained professionals/firms at the rates fixed by the Board, 
excluding any reimbursement for expenses and subject to the provisions of the appropriations acts. 

 

 Provides for an annual audit and requires that the Board annually examine the investment program, specific 
investments, and its policies and practices. 
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In fulfilling its responsibilities, the Board of Trustees has contracted with 30 investment management firms and a master 
global custodian.  KPERS has six permissible investment categories: 1) Equities, 2) Real estate, 3) Fixed income securities, 
4) Derivative products, 5) Cash equivalents, and 6) Alternative investments. 
 
KPERS’ Statement of Investment Policy authorizes participation in a securities lending program administered by the 
master global custodian, Bank of New York Mellon.  KPERS receives income from the loan of the securities, in addition to 
the income which accrues to KPERS as owner of the securities.  The securities loans are open contracts and therefore could 
be terminated at any time by either party.  The types of securities lent include U.S. government securities, domestic and 
international equities, and domestic and international bonds. 
 
The borrower collateralizes the loan with either cash or government securities of 102 percent of fair value on domestic 
securities and 105 percent of fair value on international securities loaned.  Cash collateral is invested in KPERS’ name in a 
dedicated short-term investment fund consisting of investment grade debt securities.  KPERS does not have the ability to 
pledge or sell collateral securities without a borrower default.  At June 30, 2010, the maturities of securities in this 
dedicated bond portfolio were as follows:  46.3 percent of the fair values of the securities mature within 30 days; 26.0 
percent mature between 31 and 180 days; and 27.5 percent mature after 180 days. 
 
The custodian provides for full indemnification to KPERS for any losses that might occur in the event of borrower default.  
KPERS does incur credit risk as it relates to the credit quality of the securities in the collateral pool.  The securities on loan 
are marked to market daily to ensure the adequacy of the collateral.  The fair value of securities on loan as of June 30, 
2010, and June 30, 2009, were $1.3 billion and $790 million respectively.  Collateral held by KPERS for June 30, 2010, 
and June 30, 2009, were $1.4 billion and $824.7 million respectively.  Net income produced from securities lending 
activities for fiscal year 2010 was $4.6 million and for fiscal year 2009 was negative $20.6 million. 
 
Custodial Credit Risk.   The risk in the event a financial institution or counterparty fails,  KPERS would not be able to 
recover value of deposits, investments or collateral securities that are in the possession of an outside party.  One hundred 
percent (100 percent) of KPERS investments are held in KPERS’ name and are not subject to creditors of the custodial 
bank. 
 
Concentration Risk.  KPERS has investments in Federal National Mortgage Association issued securities that represent 2.5 
percent of total net asset value, and U.S. Treasury securities representing 7.1 percent of net asset value.  KPERS investment 
policy does not prohibit holdings above five percent in the debt securities of U.S. government issuers.  Government 
sponsored enterprises (GSEs, such as FNMA) are considered government issuers for the purpose of implementing KPERS 
investment policy.  No other single issuer represents one percent or more of KPERS assets.  
 
Currency Risk.  The risk that changes in exchange rates will adversely affect the fair value of an investment.  KPERS 
investments at June 30, 2010, were distributed among the following currencies (expressed in thousands): 
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Currency Percent

$ 167,687 Australian Dollar 1.35%

72,251 Brazil Real 0.58%

565,801 British Pound Sterling 4.57%

169,930 Canadian Dollar 1.37%

772 Chilean Peso 0.01%

11,180 Chinese Yuan Renminbi 0.09%

3,446 Colombian Peso 0.03%

2,037 Czech Koruna 0.02%

30,540 Danish Krone 0.25%

3,794 Egyptian Pound 0.03%

794,568 Euro Currency Unit 6.42%

206,581 Hong Kong Dollar 1.67%

1,714 Hungarian Forint 0.01%

18,495 Indian Rupee 0.15%

48,128 Indonesian Rupian 0.39%

1,464 Israeli Shekel 0.01%

469,235 Japanese Yen 3.79%

6,807 Malaysian Ringgit 0.06%

52,077 Mexican New Peso 0.42%

110 Moroccan Dirham 0.00%

39,572 New Taiwan Dollar 0.32%

34,286 New Turkish Lira 0.28%

7,738 New Zealand Dollar 0.06%

33,247 Norwegian Krone 0.27%

1,384 Philippines Peso 0.01%

6,453 Polish Zloty 0.05%

4,566 Russian Rubel 0.04%

35,355 S African Comm Rand 0.29%

108,199 Singapore Dollar 0.87%

82,943 South Korean Won 0.67%

60,823 Swedish Krona 0.49%

156,923 Swiss Franc 1.27%

4,696 Thailand Baht 0.04%

1,370 Uruguayan Peso 0.01%

22,312 Other currencies 0.18%

9,149,418 U.S. Dollar * 73.93%

$ 12,375,902 100.00%

* Includes securities lending collateral of $1,144,213

 USD Equivalent 

 
 
 
KPERS’ asset allocation and investment policies include active and passive investments in international securities as 
shown above.  KPERS target allocation is to have 22 percent of assets (excluding securities lending collateral) in dedicated 
international equities.  KPERS also has five percent of assets targeted to global equities which are expected to be between 
40 and 60 percent international.  Core Plus bond managers are allowed to invest up to 20 percent of their portfolio in non-
dollar securities.  KPERS utilizes a currency overlay manager to reduce risk by hedging up to 50 percent of the foreign 
currency for selected international equity portfolios.  At June 30, 2010, KPERS total foreign currency exposure was 16.5 
percent hedged.   
 
Credit Risk.  The risk that an issuer or other counterparty to a debt investment will not fulfill its obligations.  KPERS’ 
investment policies require Core and Core Plus managers to have at least 70 percent of holdings in investment grade 
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securities.  Each portfolio is required to maintain a reasonable risk level relative to its benchmark.  KPERS assets, as of 
June 30, 2010, subject to credit risk, are shown with current credit ratings below (expressed in thousands): 
 

Quality 

Rating

NR $ 65 $ 313,387 $ 78,500 $ 0 $ 497,824 $ 889,776

AAA 281 192,856 0 879,489 25,462 1,098,088

AA 0 157,805 437,243 11,430 258,054 864,532

A 37,347 736,715 1,689 0 361,254 1,137,005

BBB 0 639,245 0 0 0 63

BB 0 351,427 0 0 0 35

B 0 307,359 0 0 0 30

CCC 0 212,481 0 0 0 21

D 0 0 0 0 1,620 1,620

Total $ 37,693 $ 2,911,275 $ 517,432 $ 890,919 $ 1,144,214 $ 5,501,533

Securit ies

Lending

Collateral Total

Commercial

Paper Corporate Agency

U.S. 

Government

9,245

1,427

7,359

2,481

 
 
 
Commercial Paper also includes repurchase agreements and other short term securities.  Agency securities are those 
implicitly guaranteed by the U.S. Government.  U.S. Government securities are treasury securities and agencies explicitly 
guaranteed.  Securities Lending Collateral are securities invested using cash collateral from the securities lending program, 
not pooled with any other institution’s funds.  Securities rated A1/P1 are included in AA on this table.  The Securities 
Lending Collateral class has the following policy requirements:  to be rated A3/A- or better; Commercial paper must be 
A1/P1; Asset-backed securities must be AA3/AA- or better; Repurchase agreements must be 102 percent collateralized 
with A3/A- or A1/P/1 or better securities and held by the custodial bank or third-party custodian.  Securities Lending 
Collateral NR (Not Rated) securities are repurchase agreements and certificates of deposit. 
 
Interest Rate Risk.  The risk that changes in interest rates will adversely affect the fair value of an investment. Investment 
policy requires Core and Core Plus managers to be within 20 percent of their benchmark duration, and all fixed portfolios 
shall maintain a reasonable risk level relative to their benchmarks.  The same KPERS assets as above are also subject to 
interest rate risk.  These are shown below grouped by effective duration ranges (expressed in thousands): 
 

Effective

Duration

0-1 yr $ 37,693 $ 853,058 $ 274,220 $ 106,435 $ 1,141,355 $ 2,412,761

1-3 yrs 0 416,952 138,548 314,206 2,859 872,565

3-5 yrs 0 604,790 82,830 104,199 0 791,819

5-10 yrs 0 830,177 1,468 305,855 0 1,137,500

10-20 yrs 0 206,298 20,366 60,224 0 286,888

Total $ 37,693 $ 2,911,275 $ 517,432 $ 890,919 $ 1,144,214 $ 5,501,533

Total

Securities

Commercial U.S. Lending

Paper Corporate Agency Government Collateral

 
 
 
Securities Lending Collateral policy limits the maximum average portfolio maturity of 90 days and only floating rate and 
fixed rate asset-backed securities may mature beyond 13 months. 
 
Investment Derivatives 

 

Futures 

Futures contracts are commitments for delayed delivery (liability) or receipt (asset) of securities in which the seller agrees 
to make delivery and the buyer agrees to take delivery at a specific future date, of a specific instrument, at a specific price.  
Market risk arises due to market price and interest rate fluctuations that may result in a decrease in the fair value of futures 
contracts.  Futures contracts are traded on organized exchanges and require initial margin in the form of cash or marketable 
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securities.  Holders of the futures contracts look to the exchange for performance under the contract.  Accordingly, the 
credit risk due to nonperformance of the counterparties to futures contracts is minimal.  Daily, the net change in the futures 
contract value is settled in cash with the exchanges, making the fair values always equal to zero after the daily margin flow.  
At the close of business June 30, 2010, KPERS had total net margins payable the next day of $4.1 million.  Cash 
equivalents and short-term investments in amounts necessary to settle the economic value of the futures contracts were 
held in the portfolio so that no leverage was employed in accordance with the Statement of Investment Policy.  The daily 
margin flows affect cash assets held at the broker.  Realized gains/losses are recognized at contract maturity and are 
included with underlying security type returns.  Total revenues of $100.9 million were associated with futures for the year 
ending June 30, 2010. 
 
Options 

KPERS also participates in option contracts.  These contractual agreements give the purchaser the right, but not the 
obligation, to purchase or sell a financial instrument at a specific price within a specific time.  The option buyer has some 
counterparty risk in the event the seller cannot deliver when exercised.  This involves opportunity cost and possible loss of 
option fees.  The option seller holds the securities and has minimal counterparty risk.  Option strategies used by KPERS are 
designed to provide exposure to positive market moves and limit exposures to interest rate and currency volatility. 
 
Swaps 
Interest rate swaps are agreements between two counterparties to exchange future cash flows.  These are generally fixed vs. 
variable flows, and can be either received or paid.  These swaps are used to adjust interest rate and yield curve exposure 
and substitute for physical securities.  Long swap positions (receive fixed) increase exposure to long-term interest rates; 
short positions (pay fixed) decrease exposure.  Counterparty risk is limited to monthly exchanged or netted cash flows.  All 
of KPERS’ interest rate swaps in fiscal year 2010 were receive fixed interest swaps. 
 
Credit default swaps are used to manage credit exposure without direct purchase or sale of securities.  Written credit 
default swaps increase credit exposure (selling protection) obligating the seller to buy the bonds from the counterparty in 
the event of default.  This creates credit risk, but very little counterparty risk.  Purchased credit default swaps decrease 
exposure (buying protection) providing the right to “put” bonds to the counterparty in the event of default.  This decreases 
credit risk, and has counterparty risk in the event the seller of the protection fails to cover the defaulting security.  Controls 
are established by the investment managers to monitor the creditworthiness of the counterparties. 
 
TBA (To Be Announced) Agency Bonds 

Some government agency bonds are traded well in advance of their official date.  These securities do not have finalized 
indenture contracts, but they are traded securities similar to any bond.  The GASB has included these types of bonds in 
their derivatives disclosures due to the common practice of buying the TBA security 30 to 60 days in advance of the issue 
date with the issue date as the trade settle date, then selling the security four days before issue date, with the same settle 
date.  This allows the trader to realize a gain or loss on the security based on changes in interest rates, without taking 
possession of, or paying for the security.  The only cash cost is the broker cost of the trades.  These have minimal credit 
risk, while this scenario is designed specifically to increase interest rate exposure. 
 
Foreign Currency Forwards 

KPERS’ international investment managers use forward contracts to obtain currencies necessary for trade execution and 
manage the exposure of the international investments to fluctuations in foreign currency.   Active international investment 
managers use forward contracts to enhance returns or to control volatility.  Currency risk arises due to foreign exchange 
fluctuations.  Forward foreign exchange contracts are negotiated between two counterparties.  KPERS could incur a loss if 
its counterparties failed to perform pursuant to the terms of their contractual obligations.  Since KPERS holds the offsetting 
currency in the contract, and controls are established by the investment managers to monitor the creditworthiness of the 
counterparties, risk of actual loss are minimized.  KPERS also contracts with a currency overlay manager to hedge the 
currency exposure to KPERS international equity portfolio. 
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Derivative Asset Class

Domestic Equity Futures Domestic Equities $ 461,458 $ 801,672

International Equity Futures International Equities 439,362 280,809

Fixed Futures Fixed 1,045,786 653,618

Options Written Fixed 7 1,329

Receive Fixed Interest  Swaps Fixed 166,700 189,450

Credit  Default Swaps Fixed 69,146 80,435

TBA Agency Bonds Fixed 245,601 78,500

Futures and Options reflect the summed absolute values of the exposure.

TBA Agency Bonds notional values are equal to their fair value.

June 30,2009 June 30,2010

Investment Derivative  Notional Values

(expressed in thousands)

 
 

Derivative June 30,2009 Increases  Decreases June 30,2010

Options Written $ 0 $ 1,138 $ 1,833 $ (695)

Received Fixed Interest Swaps 1,223 8,785 8,688 1,320

Credit Default  Swaps (8,956) 12,810 4,634 (780)

TBA Agency Bonds 245,601 2,157,608 2,324,709 78,500

Foreign Currency Forwards (4,875) 72,122 71,299 (4,052)

Total $ 232,993 $ 2,252,463 $ 2,411,163 $ 74,293

Investment Derivative  Fair Values

(expressed in thousands)
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Currency Notional $USD Fair Values FV Increases FV Decreases Fair Values Notional $USD

Investment Currency Forwards

Australian Dollar $ 128,334 $ 1,034 $ 26,518 $ 31,270 $ (3,718) $ 118,732

Brazil Real 2,290 108 181 348 (59) 4,142

Brit ish Pound Sterling 214,379 (1,367) 16,505 15,776 (638) 186,854

Canadian Dollar 59,955 (2,127) 8,307 6,913 (733) 140,112

Chinese Yuan Renminbi 18,470 (554) 506 0 (48) 9,106

Czech Koruna 0 0 47 47 0 0

Danish Krone 0 0 90 90 0 0

Euro Currency Unit 279,114 365 70,000 64,454 5,911 546,982

Hong Kong Dollar 270 0 509 348 161 74,236

Indonesian Rupian 0 0 106 0 106 1,100

Israeli Shekel 0 0 44 44 0 0

Japanese Yen 323,031 (1,220) 38,206 41,531 (4,545) 314,418

Malaysian Ringgit 0 0 167 116 51 1,514

Mexican New Peso 101 0 210 220 (10) 1,967

New Taiwan Dollar 0 0 4 14 (10) 1,204

New Turkish Lira 0 0 114 114 0 0

New Zealand Dollar 31,254 (705) 1,744 911 128 29,991

Norwegian Krone 23,854 58 2,600 2,791 (133) 8,308

Other Currencies 0 0 138 138 0 0

Polish Zloty 0 0 237 237 0 0

S African Comm Rand 216 (3) 676 663 10 1,927

Singapore Dollar 8,988 (280) 1,209 1,266 (337) 24,312

South Korean Won 0 0 275 393 (118) 6,161

Swedish Krona 20,918 (34) 2,221 2,420 (233) 43,582

Swiss Franc 36,299 (150) 1,317 1,004 163 46,000

Investment Forwards $ 1,147,473 $ (4,875) $ 171,931 $ 171,108 $ (4,052) $ 1,560,648

Hedging Currency Forwards

Australian Dollar $ 41,763 $ (4,642) $ 6,067 $ 2,066 $ (641) $ 242,972

Brit ish Pound Sterling 33,679 (4,738) 8,938 3,049 1,151 286,231

Canadian Dollar 31,794 (1,150) 1,085 1,208 (1,273) 81,339

Euro Currency Unit 223,167 (11,451) 48,049 11,513 25,085 405,306

Hong Kong Dollar 14,460 1 98 0 99 38,056

Japanese Yen 101,963 (1,388) 2,193 1,624 (819) 176,616

Swiss Franc 30,478 (1,115) 1,826 542 169 79,079

Hedging Forwards $ 477,304 $ (24,483) $ 68,256 $ 20,002 $ 23,771 $ 1,309,599

Total $ 1,624,777 $ (29,358) $ 240,187 $ 191,110 $ 19,719 $ 2,870,247

June 30, 2009 June 30, 2010

Foreign Currency Forwards

(expressed in thousands)

Hedging Derivatives 

 
Foreign Currency Forwards 

KPERS utilizes a currency overlay manager to reduce, or partially hedge, KPERS’ exposure to foreign currencies though 
the international equities portfolio.  The overlay manager assesses KPERS’ international equities exposure to currencies, 
and (buys/sells) inverse currency forwards in relation to the overall currency exposures.  The inverse relationship of these 
hedging forwards uses their exposure to currency risk to reduce overall KPERS exposure.  The Statement of Investment 
Policy stipulates that the overlay manager should “Take forward currency exchange contract positions which will have the 
intent and effect of hedging the currency exposure of the underlying international equity assets.”  The Statement of 
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Investment Policy further states the forward currency exchange contract positions be used to “Maintain an acceptable risk 
level by reducing the negative volatility of the currencycomponent of return.” 
 
KPERS has ongoing foreign currency exposure through its international equities portfolio.  At June 30, 2010, the market 
values of international equities was $2.8 billion.  KPERS’ exposure to foreign currencies is converted into a proxy basket 
of seven liquid currencies that are highly correlated to the movements of the underlying currencies.  The weights to be used 
are calculated with reference to the liquidity and risk of each currency.  There is appropriate statistical evidence that the 
proxy basket does track the currency exposure closely (residual standard deviation of less than one percent).  This proves 
the intent is to hedge and qualifies as a designated hedge under Generally Accepted Accounting Principles.  The forward 
contracts are purchased as needed are determined by the hedge manager, and mature in the nearest September or March.  
Gains/losses are realized during those periods and the contracts are rolled over to the next period as appropriate.  Through 
these processes, hedging contracts can adapt at any changes to portfolio currency exposure.  Since the hedging currency 
forwards track to the overall exposure, and they reference the same foreign exchange rates as the underlying portfolio, this 
hedge is known to be effective through consistent critical terms. 
 
A portfolio hedge such as this does not match the hedging forwards to any specific hedged security.  The accessibility and 
liquidity of the currency forwards market allows these hedging forwards to roll forward and seamlessly hedge the ongoing 
foreign currency exposure.  Counterparties to these forwards are carefully analyzed for credit risk.  KPERS has control of 
one side of the exchange at all times, thereby reducing the costs of a counterparty default to possible lost gains and 
inconvenience costs required to re-establish the hedge on short notice with another counterparty. 
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Standard & Poors

Counterparty Name Notional $USD Fair Values Long Term Rating

Investment Forwards Counterparty Exposure

Bank of America Corp $ 117,924 $ (2,203) A

Bank of New York Mellon 185,944 (2,133) AA

BlackRock, Inc 157,891 3,152 A

BNP Paribas 34,932 405 AA

Brown Brothers Harriman 24,311 346 not rated

Citigroup Inc Total 34,446 51 A

Credit  Suisse Group AG 57,317 (107) A

Deutsche Bank AG 54,512 97 A

Goldman Sachs Group Inc 10,459 (127) A

HSBC Holding PLC 132,126 (1,795) AA

JPMorgan Chase & Co 152,442 (2,193) A

Morgan Stanley 17,898 92 A

Northern T rust Corp 2,197 42 AA

Royal Bank of Canada 121,779 (1,221) AA

Royal Bank of Scotland 74,728 310 AAA

SAS Rue La Boetie 28,730 449 not rated

Societe Generale 106,055 774 A

Standard Chartered PLC 813 (24) A

State Street Corp 26,631 (171) A

Toronto Dominion Bank 11,087 (506) not rated

UBS AG 126,484 958 A

Westpac Banking Corp 81,942 (248) AA

Investment Exposure $ 1,560,648 $ (4,052)

Hedging Forwards Counterparty Exposure

Citigroup Inc $ 201,108 $ 191 A

Deutsche Bank AG 276,007 (587) A

JPMorgan Chase & Co 231,103 12,073 A

Royal Bank of Canada 164,728 14,985 AA

Royal Bank of Scotland 212,411 1,731 AAA

UBS AG 215,242 (4,622) A

Hedging Exposure $ 1,300,599 $ 23,771

Currency Forwards Counterparty Exposure

(expressed in thousands)

By Counterparty at  June 30, 2010

 
         
C. External Investment Pool 
 
The Kansas Municipal Investment Pool (MIP) was created on July 1, 1992, as a voluntary, State-managed investment 
alternative for State and local funds.  The Kansas State Treasurer’s Office acts as the custodian for all moneys deposited. 
All Kansas governmental units, including cities, counties, school districts and other governmental entities holding public 
moneys are eligible to participate in the MIP. 
 
The MIP is considered a mixed pool because agencies of the State are participants in the pool.  At June 30, 2010, the 
State’s participation in the MIP was $1.6 million.  Deposits in the MIP are combined with State moneys to form the Pooled 
Money Investment Portfolio (PMIP).  Investments subject to categorization of the PMIP are all category 1.  As of March 
15, 2004, the Pooled Money Investment Portfolio was rated AAAf/S1+ by Standard & Poor’s. Standard and Poor’s 
requires monthly reporting on the Pool Money Investment Portfolio and conducts an annual rating review. Their most 
recent portfolio rating review was in April 2010, and the rating AAAf/S1+ was reaffirmed. 
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The MIP structure provides fixed rate investment alternatives between 30 and 179 days plus 180 and 365-day maturities as 
well as a variable rate, daily liquidity, overnight investment alternative. Participants’ ownership in the fund is based on 
their deposits and is reflected as net assets held in trust on the statement of fiduciary net assets.  The MIP is valued on a 
monthly basis.   
 

D.  Receivables 

 

Accounts receivable as of June 30, 2010, for the State’s primary government and component units net of the applicable 
allowances for uncollectible accounts, are as follows (expressed in thousands): 
 

Taxes receivable $ 241,344 $ 0 $ 241,344 $ 0

Loan receivable 0 806,113 806,113 24,654

Accrued interest 144 13,858 14,002 1,717

Other receivables 426,186 168,675 594,861 353,389

Total $ 667,674 $ 988,646 $ 1,656,320 $ 379,760

Primary Government

Governmental 

Activities

Business-type 

Activities Total

Component 

Units

 
 
 
Taxes receivable are shown net of allowances for uncollectible taxes of $608.7 million and net of estimated individual and 
corporate refunds of $333.5 million.  
 

E.  Investment in Direct Financing Leases 

 
Component Units 

 
The Kansas Development Finance Authority (KDFA) issues revenue bonds to facilitate construction of certain capital 
projects for various State agencies and other public and private entities.  KDFA’s interests in the projects have been 
assigned to various State government units through the use of financing lease transactions.  Contained in the trust indenture 
or resolution and loan agreement for each series of bonds is a pledge of revenue agreement by which revenues paid by the 
various governmental units, as loan obligors to KDFA are pledged to pay bond debt service.  Amounts are actually paid by 
the State agencies directly to the bond paying agents for the revenue bonds. 
 
Net investment in direct financing obligations as of June 30, 2010, is as follows (expressed in thousands): 
 

Total minimum lease payments to be received $ 132,350

Less: unearned income (28,745)

Net investment in direct financing leases $ 103,605

 
The future minimum loan payments to be received by KDFA under the direct financing agreements mirror the payments to 
be made by KDFA under the revenue bonds payable.  
 
 
F.  Restricted Assets 

 
Certain revenue bond proceeds and other resources set aside for bond repayment, capital projects, and other purposes are 
reported as restricted assets in the Statement of Net Assets because their use is limited by applicable bond covenants or 
statutory provisions. 
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Donor-Restricted Assets.  Kansas’ permanent endowment moneys are held primarily by State university foundations. Each 
university has a separate foundation, and each foundation has its own policies and procedures.  Typically, the permanent 
endowment funds have a nonexpendable permanent corpus and an earnings reserve, which is used to receive earnings and 
pay expenses.  The donor restrictions and the Uniform Prudent Management of Institutional Funds Act (K.S.A. 58-3601) 
provide guidance on how these funds can be invested, and also govern the spending of net appreciation from these 
investments.  Net appreciation is reflected in restricted net assets.  The amount of net appreciation available to be spent can 
be found in the individual foundation annual financial reports. 
 
 

G.  Equity 

 
Invested in capital assets, restricted for capital projects, restricted for debt service and restricted for other purposes are each 
shown separately on the Statement of Net Assets.  The majority of restrictions are within the component units, with $395.9 
million from the Kansas University Endowment.  Restrictions as of June 30, 2010, from component units are as follows 
(expressed in thousands):   
 

Component Units 

 
Kansas Kansas Kansas

Development Technology Housing Kansas State

Finance Enterprise Resources Bioscience University

Authority Corporation Corporation Authority System Total

Invested in capital assets, net

 of related debt 17$                 85$               395$             2,415$        1,199,677$     1,202,589$     

Restricted for capital projects 0                     0                   0                   0                 78,863            78,863            

Restricted for debt service 0                     0                   0                   0                 44,548            44,548            

Restricted for other purposes 0                     82                 3,232            4,999          1,034,639       1,042,952       

Unrestricted 8,264              11,322          9,618            112,647      1,336,385       1,478,236       

Total 8,281$            11,489$        13,245$        120,061$    3,694,112$     3,847,188$     
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H.  Capital Assets 

 
Primary Government     
 

 

Governmental activities

Capital assets, not being depreciated:

Land $ 200,143 $ 31,066 $          11,811 $ 219,398

Land improvements 91,374 13,895            9,204 96,065

Intangible 750 0 0 750

Construction in progress 912,291 317,387 26,167 1,203,511

Infrastructure (including construction in progress) 9,810,251 291,973 92,714 10,009,510

Total capital assets, not being depreciated 11,014,809 654,321 139,896 11,529,234

Capital assets, being depreciated:

Buildings and improvements 1,278,264 129,832 120,239 1,287,857

Equipment and furnishings 514,398 42,872 76,898 480,372

Vehicles 74,219 11,064 10,153 75,130

Intangibles, software 0 27,720 0 27,720

Water rights 32,431 0 0 32,431

Total 1,899,312 211,488 207,290 1,903,510

Less accumulated depreciation for:

Buildings and improvements 362,117 36,674 105,926 292,865

Equipment and furnishings 254,328 40,444 63,253 231,519

Vehicles 46,567 10,763 10,137 47,193

Intangibles, software 0 9,168 0 9,168

Water rights 14,739 836 0 15,575

Total 677,751 97,885 179,316 596,320

Total capital assets, being depreciated, net 1,221,561 113,603 27,974 1,307,190

Governmental activity capital assets, net $ 12,236,370 $ 767,924 $ 167,870 $ 12,836,424

Business-type activities

Capital assets, being depreciated:

Equipment and furnishings $ 4,648 $ 9,363          $ 2,895          $ 11,116

Less accumulated depreciation for:

Equipment and furnishings 4,170 1,352          2,756          2,766

Business-type activity capital assets, net $ 478 $ 8,011          $ 139             $ 8,350

Balance Increases Decreases Balance

(expressed in thousands)

Beginning Ending
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Depreciation expense was charged to functions/programs as follows (expressed in thousands): 
 

Governmental activities

General government $ 23,130    

Human resources 13,785    

Education 1,568      

Public safety 25,886    

Agriculture and natural resources 5,176      

Highways and other transportation 26,891    

Health and environment 1,449      

Total depreciation expense – Government activities $ 97,885    

Business-Type activities

Health care stabilization $ 3             

Nonmajor business-type 1,349      

Total depreciation expense – Business-type activities $ 1,352      
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Component Units 

Kansas Development Finance Authority

Capital assets, being depreciated

Furniture and equipment $ 184            $ 13              $ 50              $ 147            

Buildings and improvements 108            0 0 108            

Less accumulated depreciation 274            14              50              238            

Total capital assets, being depreciated, net $ 18              $ (1)              $ 0                $ 17              

Kansas Technology Enterprise Corporation

Capital assets, being depreciated

Furniture and equipment $ 1,076         $ 28              $ 185            $ 919            

Less accumulated depreciation 949            70              185            834            

Total capital assets, being depreciated, net $ 127            $ (42)            $ 0                $ 85              

Kansas Housing Resources Corporation

Capital assets, being depreciated

Furniture and equipment $ 660            $ 96              $ 0 $ 756            

Vehicles 12              121 0 133            

Buildings and improvements 49              13 0 62              

Less accumulated depreciation 374            181            0 555            

Total capital assets, being depreciated, net $ 347            $ 49              $ 0 $ 396            

Kansas Bioscience Authority

Capital assets, not being depreciated

Land $ 254            $ 166 $ 0 $ 420            

Construction in Process 626 3,894         0 4,520         

Total capital assets, not being depreciated 880            4,060         0 4,940         

Capital assets, being depreciated

Furniture and equipment $ 216            $ 58              $ 0 $ 274            

Buildings and improvements 6                0 0 6                

Less accumulated depreciation 86              47              0 133            

Total capital assets being depreciated, net 136            11              0 147            

Total capital assets, net $ 1,016         $ 4,071         $ 0 $ 5,087         

Increases Decreases

(expressed in thousands)

Beginning Ending

Balance Balance
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$ 45,311 $ 24,565 $ 755 $ 69,121

40,017 2,298 40 42,275

105,541 152,724 126,986 131,279

Total capital assets, not being depreciated 190,869 179,587 127,781 242,675

2,330,751 173,856 39,641 2,464,966

497,147 42,333 24,492 514,988

Intangible-Software 0 6,017 0 6,017

47,590 4,428 843 51,175

Total capital assets, being depreciated 2,875,488 226,634 64,976 3,037,146

966,257 68,480 10,312 1,024,425

322,569 44,559 18,898 348,230

Intangible, software 0 3,303 0 3,303

38,202 3,684 869 41,017

1,327,028 120,026 30,079 1,416,975

Total capital assets, being depreciated, net 1,548,460 106,608 34,897 1,620,171

University system capital assets, net $ 1,739,329 $ 286,195 $ 162,678 $ 1,862,846

$ 45,565 $ 24,731 $ 755 $ 69,541

40,017 2,298 40 42,275

106,167 156,618 126,986 135,799

Total capital assets, not being depreciated 191,749 183,647 127,781 247,615

2,330,913 173,868 39,640 2,465,141

499,284 42,526 24,727 517,083

Intangible, software 0 6,017 0 6,017

47,602 4,550 844 51,308

Total capital assets, being depreciated 2,877,799 226,961 65,211 3,039,549

966,411 68,486 10,313 1,024,584

324,085 44,842 19,134 349,793

Intangible, software 0 3,303 0 3,303

38,215 3,708 869 41,054

1,328,711 120,339 30,316 1,418,734

Total capital assets, being depreciated, net 1,549,088 106,622 34,895 1,620,815

All Component units capital assets, net $ 1,740,837 $ 290,269 $ 162,676 $ 1,868,430

Buildings and improvements

All Component Units

Totals

Increases Decreases

Equipment and furnishings

Vehicles

Less accumulated depreciation for:

Buildings and improvements

Equipment and furnishings

Vehicles

Capital assets, not being depreciated

Land

Land improvements

Construction in progress

Capital assets, not being depreciated

University System

Capital assets, being depreciated

Totals

Land

Land improvements

Construction in progress

Capital assets, being depreciated

Buildings and improvements

Equipment and furnishings

Vehicles

Less accumulated depreciation for:

Buildings and improvements

Equipment and furnishings

Vehicles

Beginning Ending

Balance Balance

(expressed in thousands)
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Construction Commitments 

 
The State has active construction projects as of June 30, 2010.  The projects include road projects, dam repair, building 
remodeling and restoration, and new juvenile correctional facilities.  At year-end, the State’s commitments with contractors 
are as follows (expressed in thousands):    
 

Spent Remaining

Agency – Project  to Date Commitment Funding Source

Primary Government:

Department of Correction

Lansing Correctional Facility - 4,456$   30$              Correctional Facilit ies Infrastructure projects Fund

Clinic and  Infirmary Replacement

Department of Social  and Rehabilitation Services 

Construction Project - 1,929 408 Debt Service - State Institut ion Building Fund

Kansas Neurological Institution 

Department of Administration 

Statehouse restoration and renovation 211,463 40,534 Debt service - Lease revenue Bonds secured by lease rents

Department of Transportation 

Various Roadway Projects - n/a 771,900 Federal, state and local funds 

over 3,000 projects

Adjutant General’s Department 

AFRC Wichita 2,016 230 Federal fund

Field Maintenance Shop Wichita 1,231 188 Federal fund

Great Plains Training Center 4,572 472 State bond funds 
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Spent to Remaining

Agency – Project Date Commitment Funding Source
    

Component Units:

Kansas State University 

Recreation Center Complex 1,350$     21,230$        Bonds and restricted fees funds

Sheep and Meat Goat Facility 70 1,450 Restricted fees fund and private gifts

Utilit ies Infrastructure/Power Plant Improvements 9,732 8,691 Infrastructure maintenance and support funds

Child Care Center 3,000 600 Bonds and restricted fees funds

Johnson Controls Energy Conservation 1,000 2,900 Bonds

  Project

Emporia State  University 

Memorial Union Refurbishing 55,516 12,948 State funds

Pittsburg State  University 

Porter Hall Repair Project 1,824 464 Bonds and university interest

New Student Housing 7,436 3,021 Bonds and housing & parking fee funds

Renovation of Existing Housing 1,919 1,271 Bonds and housing system operation fund

New Parking Expansion 3,412 744 Bonds and parking & student fee funds

KS Army National Guard Readiness/ 10,061 0 Bonds, education building fund, general fund, student 

  Recreation Center fees, private gifts, and auxiliary funds.

McCray Hall Renovation 2,749 0 R&R fund, education building fund & student fees/private gifts 

Construction of New Student Health Center 2,936 0 Bonds and private gifts and student fee funds

University of Kansas

Pharmacy Teaching and Administration - 27,168 23,572 Revenue bonds and private gifts funds

  Phase I

Murphy Hall 67 4,393 Infrastructure maintenance program & university interest

Haworth Hall 796 1,804 Infrastructure maintenance program & university interest

Malott Hall 259 2,341 Infrastructure maintenance program & university interest

Edwards Campus -BEST Building 1,240 20,910 Bond proceeds secured by Edwards Campus Sales Tax 

Revenues

Energy Conservation Measures, PHASE III 7,411 18,186 Bond proceeds secured by unrestricted university revenues 

and infrastructure maintenance program funds

Transit  Facility 15 4,585 Revenue generated from space rental of the new facility

University of Kansas Medical Center 

Miscellaneous 19,841 Unknown University funds

Wichita State  University 

Eck Stadium, Phase V 3,023 482 Rehabilitat ion and repair funds

Total $386,492 $943,354
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I. Interfund Receivables, Payables, and Transfers 

 
Due from/to other funds 

 
Due from/to other funds represent interfund accounts receivable and payable.  The total of due from/to other funds at 
June 30, 2010, is as follows (expressed in thousands): 
 

Fund

General Fund $ 4,568 $ 16,772

Transportation Fund 56 0

Non-major Governmental Funds 19,711 1,076

Internal Service Funds 0 1,864

Non-major Enterprise Funds 0 4,623

Total $ 24,335 $ 24,335

Due from

Other Funds

Due to

Other Funds

 
 

 

Advances to/from other funds 

 
Advances to/from other funds represent long-term loans from one fund to another fund.  Advances at June 30, 2010, 
were as follows (expressed in thousands): 
 

Fund

General Fund $ 0 $ 66,825

Non-major Governmental Funds 70,051 2,623

Non-major Enterprise Funds 1,000 0

Internal Service Funds 0 1,603

Total $ 71,051 $ 71,051

Advances to 

Other Funds

Advances from

Other Funds

 
The interfund balances designated as due from/to other funds are short-term receivables and payables resulting from 
the time lag between the dates that a) interfund goods and services are provided or reimbursable expenditures occur; 
b) transactions are recorded in the accounting system; and c) payments between funds are made. 
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Transfers 

 
Net transfers by major funds are as follows (expressed in thousands):   
 

Fund

General $ 184,875 $ 0

Transportation 0                   466,885 

Transportation-Capital Projects 0 179,732

Health Policy Authority 0                   889,178 

Non-major Governmental 1,437,089 0

Unemployment Insurance 0 7,836

Health Care Stabilization 0 206

Non-major Enterprise Funds 0 73,743

Internal Service Funds 0 4,384

Total $ 1,621,964 $ 1,621,964

Net Transfers In Net Transfers Out

 
 
 
 

J. Short-term Obligations 
 

Short-term obligations at June 30, 2010, and changes for the fiscal year then ended (expressed in thousands) are as 
follows: 
 

Governmental Activities

Certificates of Indebtedness $ 0 $ 700,000 $ 700,000 $ 0

Accrued receivables:

State Building Fund 0 43,735 43,735 0

Children’s Initiatives Fund 0 33,443 33,443 0

Correctional Institution Building Fund 0 4,357 4,357 0

State Economic Development 0 20,891 20,891 0

Kansas Endowment for Youth Fund 0 208 208 0

27th Paycheck 0 7,803 7,803 0

Bond Anticipation Notes:

KDFA Series 2008-4, 1.98% 5,000 0 5,000 0

Total short-term obligations $ 5,000 $ 810,437 $ 815,437 $ 0

6/30/2009

Beginning

Balance

6/30/2010

Ending

BalanceAdditions Deletions

 
 

 
A Certificate of Indebtedness may be written and issued by the Pooled Money Investment Board (PMIB), an agency 
of the State, per K.S.A. 75-3725a.  This occurs when it appears estimated resources are sufficient in the State 
General Fund (SGF) to meet the State’s expenditures and obligations for that fiscal year, but may not be sufficient to 
do so in a particular month(s) when obligations are due.  Once approval has been granted as prescribed in K.S.A. 75-
3725a, the written Certificate of Indebtedness is issued by the PMIB subject to redemption from the SGF not later 
than June 30, immediately following the issuance of the indebtedness.  No interest is accrued or paid.  A Certificate 
of Indebtedness of $700 million was issued on July 6, 2009, and redeemed on June 24, 2010. 
 
Per K.S.A. 76-6b11, on July 1 of each year ad valorem tax and receivables are posted to the State Treasurer’s 
receivables for the State Buildings Fund.  The receivable is reduced as the ad valorem taxes are received.  In fiscal 
year 2010, $29.2 million was posted to the Kansas Educational Building Fund and $14.6 million to the State 
Institutions Buildings Fund.  The receipts reduced the receivable to zero in June 2010. 
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Per House Bill 2354, Section 48(f) of the 2009 Session, receivables are to be posted to the State Treasurer’s 
receivables for the Children’s Initiatives Fund by an amount certified by the director of budget which is to be 50 
percent of the estimated receipts during the year.  The receivable amount is reduced as moneys are received into the 
fund.  In fiscal year 2010 a receivable was posted for $33.4 million and was reduced to zero in April 2010. 
 
Per House Bill 2354, Section 48(h) of the 2009 Session, on July 1, 2009, receivables are to be posted to the State 
Treasurer’s receivables for the Correctional Institutions Building Fund by an amount certified by the director of 
budget which is to be 80 percent of the estimated receipts during the year.  The receivable amount is reduced as 
moneys are received into the fund.  In fiscal year 2010, a receivable was posted for $4.4 million and was reduced to 
zero in March, 2010. 
 
Per House Bill 2354, Section 48(g) of the 2009 Session, on July 1, 2009, receivables are to be posted to the State 
Treasurer’s receivables for the State Economic Development Initiatives Fund by an amount certified by the director 
of budget which is to be 50 percent of the estimated receipts during the year.  The receivable amount is reduced as 
moneys are received into the fund.  In fiscal year 2010, a receivable was posted for $20.9 million and was reduced to 
zero in December 2009. 
 
Per House Bill 2354, Section 48(i) of the 2009 Session, on July 1, 2009, receivables are to be posted to the State 
Treasurer’s receivables for the Kansas Endowment for Youth Fund by an amount certified by the director of budget 
which is to be 80 percent of the amount approved for expenditure during the fiscal year.  The receivable amount is 
reduced as moneys are received into the fund.  In fiscal year 2010, a receivable was posted for $208 thousand and 
was reduced to zero in April 2010. 
 
Per House Bill 2354, Section 48(n) of the 2009 Session, on July 1, 2009, receivables are to be posted to the State 
Treasurer’s receivables for the 27th payroll in the amount of $32.7 million.  This amount is reduced as moneys are 
received into the fund.  In fiscal year 2010, a receivable was posted for $7.8 million and was reduced to zero in June 
2010.   
 
The Kansas Development Finance Authority is empowered by law to consider, authorize, issue, and sell debt 
obligations of the State.  To date, the KDFA has authorized the issuance of notes in anticipation of revenue bond 
financing.  When this short-term debt does not meet long-term financing criteria, it is classified among fund 
liabilities. 
 
The $5 million KDFA Bond Anticipation Note, Series 2008-4, was issued to fund a capital improvement project for 
University of Kansas (Housing System).  The loan was provided by the PMIB for a term of 356 days (due December 
1, 2009) at an interest rate of 1.98 percent.  Permanent financing was obtained with the issuance and sale of revenue 
bonds, KDFA Series 2010A on January 28, 2010 in the amount of $23.7 million.  The bond anticipation note was 
subsequently redeemed on January 28, 2010. 
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K. Long-term Obligations  
 
A summary of long-term obligations at June 30, 2010, for the fiscal year then ended is as follows (expressed in 
thousands): 
 

Government Business-Type Component

Activities Activities Units Total

Revenue bonds payable $ 2,861,825 $ 749,001 $ 700,808 $ 4,311,634

Less bonds payable on demand (664,315) 0 0 (664,315)

Sales tax limited obligation bonds 133,192 0 0 133,192

Sales tax accretion bonds 75,233 0 0 75,233

Notes payable 25,843 0 174,530 200,373

Capital leases payable 138,821 0 14,568 153,389

Arbitrage rebate payable 400 1,254 98 1,752

Unemployment benefits loan 0 88,159 0 88,159

Claims and judgments 87,216 215,402 0 302,618

Compensated absences 129,921 68 65,691 195,680

Other post employment benefits 36,270 224 30,404 66,898

Pollution remediation 70,936 0 4,000 74,936

Other 0 17,697 110,928 128,625

   Total long-term obligations $ 2,895,342 $ 1,071,805 $ 1,101,027 $ 5,068,174
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Long-term obligations at June 30, 2010, and changes for the fiscal year then ended are as follows (expressed in 
thousands): 
 

Issue Interes t Maturity

Dates Rates Through

Go ve rnme nt a l A c t iv it ie s

  Revenue bond s  p ayab le:

   KDFA Series  2001 M 2002 3 .50  - 5.00% 2011 $ 32 ,390 $ 8 ,075 $ 0 $ 3 ,940 $ 4 ,135 $ 4 ,135

   KDFA Series  2003  H 2004 1.41 - 5.21% 2014 40 ,250 22 ,175 0 4 ,020 18 ,155 4 ,210

   KDFA Series  2004  A 2004 2 .00  - 5.00% 2024 44 ,920 36 ,805 0 1,785 35,020 1,835

   KDFA Series  2004  C 2004 3 .43  - 5.50% 2034 500 ,000 489 ,930 0 10 ,415 479 ,515 10 ,805

   KDFA Series  2004  G-2 2005 2 .50  - 5.13% 2010 1,545 300 0 300 0 0

   KDFA Series  2005 H 2006 3 .25 - 5.00% 2032 88 ,175 78 ,740 0 3 ,250 75,490 3 ,380

   KDFA Series  2005 N 2006 3 .50  - 4 .00% 2015 28 ,165 17,750 0 2 ,680 15,070 2 ,790

   KDFA Series  2006  A 2006 4 .00  - 5.00% 2027 209 ,490 195,745 0 7,300 188 ,445 7,600

   KDFA Series  2006  L 2007 4 .00  - 4 .25% 2026 13 ,210 11,955 0 665 11,290 690

   KDFA Series  2007 F 2007 4 .00  - 4 .97% 2017 34 ,505 28 ,945 0 3 ,085 25,860 3 ,210

   KDFA Series  2007 K 2008 4 .00  - 5.25% 2028 59 ,455 57,575 0 1,955 55,620 2 ,045

   KDFA Series  2008  L 2009 2 .00  - 5.25% 2029 43 ,265 43 ,265 0 1,510 41,755 1,565

   KDFA Series  2009  A 2009 2 .50  - 5.00% 2035 3 ,825 3 ,825 0 0 3 ,825 0

   KDFA Series  2009  B 2009 5.00% 2019 515 515 0 0 515 0

   KDFA Series  2009  F 2009 3 .00  - 5.00% 2019 49 ,425 49 ,425 0 0 49 ,425 0

   KDFA Series  2009  M-1 & M-2 2010 3 .00  - 6 .31% 2034 85,265 0 85,265 650 84 ,615 2 ,215

   KDFA Series  2009  N 2010 3 .88  - 5.80% 2025 10 ,050 0 10 ,050 0 10 ,050 0

   KDFA Series  2010  C 2010 5.00% 2020 52 ,755 0 52 ,755 0 52 ,755 0

   KDFA Series  2010  E-1 & E-2 2010 2 .00  - 6 .12% 2035 84 ,160 0 84 ,160 0 84 ,160 0

   KDFA Series  2010  F 2010 1.58  - 6 .25% 2032 18 ,400 0 18 ,400 0 18 ,400 0

   KDOT Series  1998 1998 3 .65 - 5.50% 2014 189 ,195 46 ,670 0 15,310 31,360 19 ,895

   KDOT Series  2000  B & C* 2001 4 .50  - 5.85% 2010 200 ,000 200 ,000 0 200 ,000 0 0

   KDOT Series  2002  A 2003 Variab le 2012 199 ,600 55,915 0 22 ,390 33 ,525 21,835

   KDOT Series  2002  B & C* 2003 3 .39% 2020 320 ,005 320 ,005 0 0 320 ,005 0

   KDOT Series  2002  D* 2003 Variab le 2012 88 ,110 67,840 0 21,400 46 ,440 22 ,590

   KDOT Series  2003  A & B 2004 3 .13  - 5.00% 2014 248 ,190 248 ,190 0 40 ,830 207,360 40 ,565

   KDOT Series  2004  A 2004 4 .50  – 5.50% 2023 250 ,000 250 ,000 0 0 250 ,000 0

   KDOT Series  2004  B 2005 4 .3 0  - 5.00% 2025 200,000 200 ,000 0 0 200 ,000 0

   KDOT Series  2004  C* 2005 Variab le 2025 147,000 147,000 0 0 147,000 0

   KDOT Series  2008  A* 2008 3 .36% 2016 150 ,870 150 ,870 0 0 150 ,870 0

   KDOT Series  2009  A 2010 2 .25 - 5.00% 2021 176 ,680 0 176 ,680 0 176 ,680 0

2 ,817,340 149 ,365

Less  bond s  p ayab le on demand (885,715) (885,715) (221,400 ) (664 ,315) (22 ,590 )

  Plus  deferred  amounts :

    Net  unamort ized  p remium (d iscount) 0 44 ,366 39 ,438 9 ,708 74 ,096 0

    Unamortized  deferred  refund ing  d ifference 0 (31,053 ) (5,204 ) (6 ,646 ) (29 ,611) 0

        To tal revenue bonds  payab le $ 2 ,683 ,700 1,859 ,113 461,544 123 ,147 2 ,197,510 126 ,775

Sales  tax limited  ob ligat ion bonds :

   1999  KISC 1999 4 .20  - 5.25% 2028 17,496 16 ,821 0 369 16 ,452 400

   2 001 Pro ject  Area B 2001 4 .00  - 5.10% 2021 20 ,639 16 ,053 0 904 15,149 1,134

   2 002  Subo rd inate KISC 2002 5.00  - 8 .00% 2023 4 ,550 2 ,052 0 187 1,865 241

   4 00  Acres  Refund ing 2005 3 .25 - 5.54% 2021 3 ,931 3 ,654 0 148 3 ,506 187

   2 nd Lien 2005 Turbo 2006 4 .75 - 5.00% 2021 125,298 117,616 0 23 ,591 94 ,025 0

   2 010  A 2010 6 .25% 2010 18 ,000 0 18 ,000 18 ,000 0 0

   Salt  Museum 2006 5.00% 2021 3 ,984 2 ,626 0 431 2 ,195 432

        To tal sales  tax limited  ob ligat ion bond s $ 193 ,898 158 ,822 18 ,000 43 ,630 133 ,192 2 ,394

  No tes  p ayab le:

   Water supp ly s to rage

       in Federal reservo irs 32 ,575 21,275 0 625 20,650 711

   Expanded  Lo t tery Operat ions 5,000 5,000  0 0 5,000 0

   Print ing  p lant 3 ,857 380  0 187 193 193

        To tal no tes  payab le $ 41,432 26 ,655 0 812 25,843 904

Cap ital leases  payab le 130 ,533  20 ,991 12 ,703 138 ,821 11,656

Sales  Tax Limited  Ob lig at ion-2010  B Accret ion Bond s 0  75,233 0 75,233 0

Arb it rage rebate payab le 385 15 0 400 0

Claims  and  judgments 85,920  424 ,257 422 ,961 87,216 45,863

Compensated  absences 134 ,386  0 4 ,465 129 ,921 62 ,777

Other po s t employment  b enefits 26 ,626  18 ,986 9 ,342 36 ,270 0

Po llut ion remed iat ion 81,092  7,642 17,798 70 ,936 23 ,082

     To tal Governmental A ct ivit ies $ 2 ,503 ,532  $ 1,026 ,668 $ 634 ,858 $ 2 ,895,342 $ 273 ,451

Amounts

Due In

One Year

Orig inal

Amount

o f Deb t

6 /30 /2009

Beg inning

Balance Add it ions Delet ions

6 /30 /2010

End ing

Balance
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Orig inal 6 /30 /2009 6 /30 /2010 Amounts

Issue Interes t Maturity Amount Beg inning End ing Due In

Dates Rates Through o f Deb t Balance Add itions Delet ions Balance One Year

B us ine s s - Typ e  A c t iv it ie s  

  Revenue bonds  payab le:

   KDFA Series  1997 1 & 2 1998 4 .13  - 5.00% 2010 $ 45,420 $ 12 ,825 $ 0 $ 12 ,825 $ 0 $ 0

   KDFA Series  1998  1 & 2 1999 3 .88  - 5.25% 2021 39 ,690 4 ,205 0 4 ,205 0 0

   KDFA Series  1998  II 1998 3 .75 - 5.25% 2013 80 ,500 17,275 0 9 ,820 7,455 4 ,305

   KDFA Series  2000  I & II 2000 4 .60  - 6 .00% 2012 82 ,915 8 ,240 0 3 ,810 4 ,430 4 ,000

   KDFA Series  2000  1 & 2 2000 4 .75 - 5.75% 2010 53 ,500 17,270 0 17,270 0 0

   KDFA Series  2001 I & II 2002 3 .00  - 5.50% 2022 141,045 115,815 0 5,685 110 ,130 6 ,000

   KDFA Series  2002  1 & 2 2002 4 .00  - 5.50% 2024 51,805 22 ,800 0 2 ,310 20 ,490 2 ,045

   KDFA Series  2002  II 2003 2 .26  - 5.50% 2024 101,575 55,370 0 3 ,000 52 ,370 3 ,450

   KDFA Series  2004  II 2004 2 .00  - 5.25% 2023 45,140 45,140 0 1,500 43 ,640 1,750

   KDFA Series  2004  1 & 2 2005 3 .00  - 5.00% 2026 176 ,010 160 ,430 0 11,530 148 ,900 7,760

   KDFA Series  2005 CW I & II 2006 3 .00  - 5.00% 2027 118 ,860 103 ,455 0 5,365 98 ,090 7,215

   KDFA Series  2008  CW I & II 2009 3 .00  - 5.13% 2030 66 ,545 66 ,545 0 0 66 ,545 1,365

   KDFA Series  2008  DW 1 & 2 2009 5.00  - 6 .00% 2029 36 ,700 36 ,445 0 1,330 35,115 1,365

   KDFA Series  2009  DW 1 & 2 2010 1.50  - 5.60% 2029 73 ,040 0 73 ,040 1,080 71,960 2 ,515

   KDFA Series  2005 TR 2006 3 .00  - 5.00% 2026 32 ,690 28 ,455 0 2 ,080 26 ,375 2 ,085

   KDFA Series  2006  TR 2007 4 .00  - 5.00% 2027 24 ,755 21,595 0 1,705 19 ,890 1,765

   KDFA Series  2008  G 2009 4 .60  - 5.05% 2023 14 ,200 12 ,758 0 1,145 11,613 1,198

   KDFA Series  2009  TR 2009 2 .50  - 4 .78% 2028 30 ,950 30 ,950 0 1,280 29 ,670 2 ,175

 Plus  deferred  amounts :

   Net  unamort ized  p remium (d iscount) 0 22 ,357 (87) 3 ,045 19 ,225 0

   Unamortized  deferred  refund ing  d ifference 0 (15,954 ) (2 ,630 ) (1,687) (16 ,897) 0

        To tal revenue bonds  payab le $ 1,215,340 765,976 70 ,323 87,298 749 ,001 48 ,993

Arb it rage rebate payab le 2 ,885 (879 ) 752 1,254 1,066

Unemployment benefits  lo an 0 88 ,159 0 88 ,159 0

Claims  and  judgments 218 ,332 50 2 ,980 215,402 17,226

Compensated  ab sences 72 0 4 68

Other pos t  emp loyment  benefits  155 75 6 224 0

Other 17,115 582 0 17,697 0

     To tal Bus iness -type Act ivit ies $ 1,004 ,535 $ 158 ,310 $ 91,040 $ 1,071,805 $ 67,342

57
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Orig inal 6 /30 /2009 6 /30 /2010 Amounts

Issue Interes t Maturity Amount Beg inning End ing Due In

Dates Rates Through o f Deb t Balance Add itions Delet ions Balance One Year

Co mp o ne nt  Unit s

  Revenue bonds  payab le:

   KDFA Series  1989  E 1990 6 .00  - 7.25% 2010 $ 1,401 $ 128 $ 3 $ 131 $ 0 $ 0

   KDFA Series  1995 K 1996 3 .75 - 5.40% 2016 3 ,835 2 ,020 0 2 ,020 0 0

   KDFA Series  1996  J 1997 3 .85 - 5.40% 2010 5,600 70 0 70 0 0

   KDFA Series  1997 C 1997 4 .70  - 5.30% 2011 3 ,255 550 0 305 245 245

   KDFA Series  1997 G-1 1998 5.05% 2012 626 1,117 57 0 1,174 0

   KDFA Series  1998  B 1998 3 .90  - 5.00% 2018 9 ,320 5,690 0 430 5,260 450

   KDFA Series  1998  D 1998 3 .70  - 5.05% 2010 4 ,290 3 ,100 0 3 ,100 0 0

   KDFA Series  1998  E 1999 3 .40  - 4 .90% 2024 4 ,750 3 ,715 0 145 3 ,570 155

   KDFA Series  1998  L 1999 3 .80  - 5.00% 2011 5,590 3 ,480 0 3 ,195 285 285

   KDFA Series  1998  P 1999 3 .00  - 4 .85% 2019 3 ,650 2 ,410 0 160 2 ,250 170

   KDFA Series  1999  A-1 & A-2 1999 3 .20  - 5.00% 2012 28 ,210 7,400 0 2 ,075 5,325 2 ,025

   KDFA Series  1999  B 1999 3 .60  - 5.00% 2019 2 ,920 1,920 0 135 1,785 140

   KDFA Series  1999  C 1999 4 .00  - 5.10% 2019 3 ,085 2 ,045 0 145 1,900 150

   KDFA Series  1999  D 1999 4 .00  - 4 .75% 2010 11,170 4 ,310 0 4 ,310 0 0

   KDFA Series  1999  H 2000 3 .75 - 5.20% 2012 17,830 2 ,375 0 750 1,625 790

   KDFA Series  1999  N 2000 4 .00  - 5.13% 2010 21,645 350 0 350 0 0

   KDFA Series  2 000  B 2000 4 .70  - 5.90% 2010 5,705 3 ,095 0 3 ,095 0 0

   KDFA Series  2 000  D 2001 4 .60  - 5.60% 2015 1,735 935 0 110 825 115

   KDFA Series  2 000  V 2001 4 .35 - 4 .75% 2011 16 ,370 2 ,175 0 1,100 1,075 1,075

   KDFA Series  2 001 B 2001 3 .65 - 5.20% 2021 2 ,805 1,985 0 125 1,860 130

   KDFA Series  2 001 D 2001 4 .25 - 5.25% 2021 48 ,895 34 ,975 0 2 ,180 32 ,795 2 ,290

   KDFA Series  2 001 F 2001 3 .30  - 5.50% 2012 29 ,905 9 ,195 0 3 ,560 5,635 1,715

   KDFA Series  2 001 J 2002 3 .50  - 4 .30% 2013 5,300 1,760 0 525 1,235 540

   KDFA Series  2 001 N 2001 4 .25 - 5.25% 2014 7,230 3 ,345 0 590 2 ,755 620

   KDFA Series  2 001 S 2002 4 .13  - 5.50% 2016 15,095 11,015 0 8 ,230 2 ,785 720

   KDFA Series  2 001 U 2002 3 .10  - 5.00% 2021 10 ,295 6 ,145 0 645 5,500 670

   KDFA Series  2 001 W 2002 3 .00  - 5.00% 2022 47,855 36 ,905 0 18 ,700 18 ,205 1,705

   KDFA Series  2 002  A 2002 3 .50  - 5.00% 2017 26 ,560 19 ,020 0 9 ,505 9 ,515 1,330

   KDFA Series  2 002  C 2002 3 .00  - 5.00% 2022 15,830 12 ,090 0 705 11,385 725

   KDFA Series  2 002  H 2003 2 .50  - 4 .10% 2016 3 ,765 2 ,715 0 165 2 ,550 170

   KDFA Series  2 002  J -1 & J -2   2003 3 .39  - 3 .58% 2010 33 ,355 29 ,595 0 29 ,595 0 0

   KDFA Series  2 002  K 2003 4 .30% 2023 5,120 5,120 0 3 ,280 1,840 65

   KDFA Series  2 002  N 2003 3 .00  - 5.25% 2018 52 ,075 41,480 0 30 ,225 11,255 2 ,300

   KDFA Series  2 002  P 2003 3 .00  - 5.00% 2021 12 ,150 9 ,235 0 540 8 ,695 560

   KDFA Series  2 003  A-1 & A-2 2003 1.80  - 5.50% 2023 2 ,610 2 ,055 0 105 1,950 110

   KDFA Series  2 003  C 2003 4 .67 - 5.00% 2033 72 ,670 63 ,295 0 1,830 61,465 575

   KDFA Series  2 003  D-1 & D-2 2003 2 .00  - 4 .70% 2028 6 ,470 5,225 0 4 ,500 725 70

   KDFA Series  2 003  J 2004 2 .00  - 5.25% 2025 34 ,100 28 ,395 0 1,215 27,180 1,285

   KDFA Series  2 004  D 2005 3 .00  - 4 .75% 2020 1,195 1,055 0 85 970 85

   KDFA Series  2 004  F 2005 2 .00  - 5.25% 2012 44 ,860 31,515 0 9 ,745 21,770 12 ,270

   KDFA Series  2 004  G-1 2005 2 .50  - 5.13% 2024 19 ,795 15,885 0 800 15,085 820

   KDFA Series  2 005 A 2005 3 .00  - 5.00% 2035 44 ,535 41,935 0 920 41,015 950

   KDFA Series  2 005 D 2005 3 .79  - 5.18% 2022 66 ,530 49 ,260 0 5,035 44 ,225 6 ,630

   KDFA Series  2 005 E-1 & E-2 2005 3 .00  - 5.00% 2030 19 ,360 17,920 0 545 17,375 560

   KDFA Series  2 005 F 2006 3 .25 - 4 .40% 2026 8 ,930 8 ,580 0 375 8 ,205 380

   KDFA Series  2 005 G 2006 3 .30  - 4 .60% 2026 7,205 7,205 0 310 6 ,895 320

   KDFA Series  2 006  B 2006 3 .50  - 4 .13% 2021 9 ,790 9 ,650 0 140 9 ,510 145

   KDFA Series  2 007 A 2007 3 .75 - 4 .39% 2037 27,750 26 ,855 0 530 26 ,325 555

   KDFA Series  2 007 E 2007 3 .75 - 4 .30% 2027 6 ,275 5,855 0 230 5,625 240

   KDFA Series  2 007 H 2008 3 .60  – 4 .50% 2037 17,855 17,520 0 350 17,170 360

   KDFA Series  2 007 M 2008 3 .20  – 4 .60% 2027 18 ,220 17,550 0 695 16 ,855 715

   KDFA Series  2 008  A 2008 3 .00  – 4 .00% 2016 20 ,000 17,500 0 2 ,500 15,000 2 ,500

   KDFA Series  2 008  D 2008 5.10% 2038 1,600 1,600 0 0 1,600 0

   KDFA Series  2 008  L 2009 2 .00  - 5.25% 2029 21,070 21,070 0 720 20 ,350 735

   KDFA Series  2 009  C 2009 3 .00  - 5.00% 2017 20 ,000 20 ,000 0 2 ,500 17,500 2 ,500

   KDFA Series  2 009  G 2009 2 .50  - 4 .75% 2023 825 825 0 50 775 45

   KDFA Series  2 009  H 2009 2 .50  - 7.30% 2035 14 ,630 14 ,630 0 0 14 ,630 0

   KDFA Series  2 009  J 2009 2 .50  - 7.00  % 2030 4 ,545 4 ,545 0 0 4 ,545 160

   KDFA Series  2 009  K 2010 2 .63  - 5.63% 2040 6 ,140 0 6 ,140 0 6 ,140 0

   KDFA Series  2 009  M-1 & M-2 2010 3 .00  - 6 .31% 2030 31,650 0 31,650 0 31,650  0

   KDFA Series  2 010  A 2010 2 .00  - 4 .05% 2030 23 ,700 0 23 ,700 0 23 ,700 610

   KDFA Series  2 010  B 2010 2 .05 - 3 .75% 2027 21,650 0 21,650 0 21,650 275

   KDFA Series  2 010  D 2010 3 .12% 2015 1,315 0 1,315 0 1,315 200

   KDFA Series  2 010  G-1 & G-2 2010 2 .00  - 6 .60% 2040 21,565 0 21,565 0 21,565 0

   KDFA Series  2 010  H 2010 2 .00% 2016 1,530 0 1,530 0 1,530 250

   KDFA Series  2 010  J 2010 0 .75 - 4 .45% 2030 14 ,765 0 14 ,765 0 14 ,765 595

   KDFA Series  2 010  K-1 & K-2 2010 2 .00  - 6 .20% 2035 15,050 0 15,050 0 15,050 1,140

   KDFA Series  2 010  M-1 & M-2 2010 2 .00  - 5.10% 2026 20 ,990 0 20 ,990 0 20 ,990 0

 Plus  deferred  amounts :

   Net  unamort ized  p remium (d iscount) 0 3 ,864 2 ,698 933 5,629 0

   Unamort ized  Deferred  Refund ing  0 (31) (1,268 ) (49 ) (1,250 ) 0

              To tal Revenue Bonds  Payab le $ 1,116 ,397 705,223 159 ,845 164 ,260 700 ,808 54 ,220

  No tes  payab le:

   Component  units  o f univers ity sys tem 146 ,517 36 ,237 8 ,224 174 ,530 7,894

        To tal no tes  payab le 146 ,517 36 ,237 8 ,224 174 ,530 7,894

Arb it rage rebate payab le 123 22 47 98 0

Cap ital leases 14 ,147 1,745 1,324 14 ,568 1,358

Compensated  absences 61,943 3 ,748 0 65,691 55,086

Other pos t  emp loyment  b enefits 20 ,068 10 ,362 26 30 ,404 0

Po llution remed iat ion 0 4 ,000 0 4 ,000 300

Other 111,701 8 ,956 9 ,729 110 ,928 2 ,862

     To tal Component  Units $ 1,059 ,722 $ 224 ,915 $ 183 ,610 $ 1,101,027 $ 121,720
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The following table presents annual debt service requirements for those long-term debts outstanding, including 
bonds payable on demand, at June 30, 2010, which have scheduled debt service amounts (expressed in thousands): 
  

P rinc ipa l Inte res t P rinc ipa l Inte res t P rinc ipa l Inte re s t

Revenue  bo nds :

2011 149,365$         126,389$         52,573$          34,996$          54,220$          30,526$          

2012 165,340 118,786 48,058 32,849 57,260 28,882

2013 165,460 111,107 49,785 30,523 40,985 26,828

2014 165,825 104,153 52,476 28,083 38,345 25,181

2015 176,980 97,519 48,283 25,628 36,425 23,696

2016-2020 839,950 387,467 230,509 94,012 177,400 93,679

2021-2025 764,805 202,064 181,679 45,662 149,090 53,351

2026-2030 237,400 55,738 83,310 9,807 84,545 26,167

2031-2035 152,215 20,746 0 0 43,670 10,010

2036-2040 0 0 0 0 14,490 1,834

Les s  bo nds  payable  o n demand (664,315) (157,578) 0 0 0 0

Unamo rtized premium 74,095 0 19,225 0 5,628 0

Unamo rtized deferred re funding (29,610) 0 (16,897) 0 (1,250) 0

To ta ls 2,197,510 1,066,391 749,001 301,560 700,808 320,154

Sales  tax limited o bliga tio n bo nds :

2011 2,394 6,588 0 0 0 0  

2012 2,494 6,510 0 0 0 0

2013 2,603 6,428 0 0 0 0

2014 2,716 6,339 0 0 0 0

2015 2,644 6,240 0 0 0 0

2016-2020 85,613 23,317 0 0 0 0

2021-2025 29,759 5,342 0 0 0 0

2026-2030 4,969 5,145 0 0 0 0

To ta ls 133,192 65,909 0 0 0 0

No tes  payable :

2011 904 778 0 0 7,894 7,905

2012 5,737 1,972 0 0 8,528 7,633

2013 763 725 0 0 8,799 7,259

2014 791 698 0 0 8,682 6,855

2015 819 669 0 0 12,383 6,373

2016-2020 4,564 2,878 0 0 44,410 30,037

2021-2025 5,305 1,980 0 0 36,175 17,348

2026-2030 4,659 996 0 0 22,493 9,176

2031-2035 1,639 401 0 0 16,226 4,022

2036-2040 544 61 0 0 8,940 1,162

2041-2045 118 3 0 0 0 0

To ta ls 25,843 11,161 0 0 174,530 97,770

Capita l lea s es  payable 138,821 48,132 0 0 14,568 3,907

Lo ng-te rm debt witho ut s cheduled 

           debt s e rvice :

  Arbitrage  reba te  payable 400 0 1,254 0 98 0

  Sa les  tax ltd o blig:acc re tio n bo nds  75,233 0 0 0 0 0

  Unemplo yment bene fits  lo an 0 0 88,159 0 0 0

  Cla ims  and judgments 87,216 0 215,402 0 0 0

  Compens a ted abs ences 129,921 0 68 0 65,691 0

  Other po s t emplo yment benefits 36,270 0 224 0 30,404 0

  P o llutio n remedia tio n 70,936 0 0 0 4,000 0

  Other 0 0 17,697 0 110,928 0

  To ta l lo ng-te rm o bliga tio ns 2,895,342$    1,191,593$       1,071,805$      301,560$         1,101,027$       421,831$          

Bus ine s s -type Compo nent

Activities Activities Units

Go vernmenta l
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Included in the debt service requirements to maturity table above are variable rate debt maturities for the Kansas 
Department of Transportation.  For those variable rate bonds the following table represents the aggregate debt 
service requirements and net receipts/payments on associated hedging derivative instruments.  These amounts 
assume that current interest rates on variable-rate bonds and the current reference rates of hedging derivative 
instruments will remain the same for their term.  As these rates vary, interest payments on variable-rate bonds and 
net receipts/payments on the hedging derivative instruments will vary.  

 

Fiscal Year Ended

June 30

2011 $ 22,590         $ 22,856         $ 1,487       $ 46,933        

2012 44,825         21,341         1,503       67,669        

2013 40,295         19,121         1,506       60,922        

2014 45,520         17,741         1,509       64,770        

2015 113,110       15,132         1,516       129,758      

2016 - 2020 250,975       44,811         7,577       303,363      

2021 - 2025 147,000       16,575         4,313       167,888      

Total $ 664,315       $ 157,577       $ 19,411     $ 841,303      

Hedging

Principal Interest

Derivative

Instruments

(Net) Total

 
 
General Obligation Bonds 

 
The State does not have the statutory authority to issue general obligation bonds.  However, the Legislature has 
authorized the issuance of specific purpose revenue bonds and other forms of long-term obligations. 
 
Revenue Bonds 

 
Kansas Development Finance Authority (KDFA) was created to enhance the ability of the State to finance capital 
improvements and improve access to long-term financing for State agencies, political subdivisions, public and 
private organizations, and businesses.  The KDFA has issued numerous outstanding series of bonds.  These revenue 
bonds are secured by and payable from various pledged revenues, which include selected tax receipts such as 
withholding taxes, fees for services such as parking and residential halls, and appropriations.  Please reference Note 
K. above for KDFA revenue bonds and future principal and interest payments.   
 
Kansas Department of Transportation (KDOT) has 12 outstanding series of Highway Revenue Bonds to finance 
part of the costs of construction, reconstruction, maintenance or improvement of highways in the State as part of the 
State’s Comprehensive Transportation Program.  The State’s Comprehensive Transportation Program was 
developed by KDOT after extensive study of the transportation needs in the State and was implemented by the 1999 
Kansas Legislature.  Principal and interest payments on these bond issues are paid from revenues collected in the 
State Highway Fund, which include motor fuels taxes, state sales taxes, compensating use taxes, and drivers’ license 
and vehicle registration fees.  KDOT also has four outstanding series secured by pledges of revenues from loans and 
leases.  Please reference Note K. above for KDOT revenue bonds and future principal and interest payments.  
 
The coupon interest rate on outstanding bonds varies from 2.25 percent to 5.50 percent.  In addition, various bonds 
were issued as variable rate instruments whose rates change on a daily, weekly, or 28-day basis depending on their 
respective individual modes.  During the year, interest rates ranged from 0.05 percent to 0.30 percent on the daily 
adjustable bonds and from 0.30 percent to 1.00 percent on the weekly adjustable bonds.  There were no 28-day 
adjustable bonds.  The Series 2002 B, C and D, 2004 C and 2008 A Bonds are subject to tender under certain 
conditions.  If the tendered bonds cannot be remarketed, the liquidity provider has agreed to purchase the bonds and 
hold them for a maximum of 180 days.  Through June 30, 2010, all bonds tendered have been remarketed.  
However, since there is not a long-term financing option in place at June 30, 2010, for these tendered bonds, these 
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bonds have been recorded as obligations of the Transportation - Capital Project Fund resulting in a deficit fund 
balance in that fund. 
 
Sales Tax Limited Obligation Bonds 

 
In March 1998, the Unified Government of Wyandotte County/Kansas City, KS established the Prairie Delaware 
Redevelopment District.  The District was created for development of a major tourism area, including the Kansas 
International Speedway.  In connection with various projects in the District, the Unified Government has issued 
Sales Tax Limited Obligation Revenue Bonds (STAR bonds).   Pursuant to issuance of the STAR bonds, the Unified 
Government and the State have entered into a Redevelopment District Tax Distribution Agreement.  The agreement 
provides that the principal of, accreted value, and interest on the STAR bonds will be paid proportionally by the 
Unified Government and the State, based on each entity’s respective share of sales taxes generated within the 
District.  The State’s proportional share is approximately 72 percent.  Therefore, 72 percent of the outstanding 
obligation on each STAR bond issue has been recorded with the State’s long-term debt.  This proportional share 
changed on July1, 2010, with the increase of 1% in the state sales tax rate.  In addition, the State’s proportional share 
in the 2010 B bond issue is capped at $144.5 million.   
 
In March 2006, the City of Hutchinson created the Underground Salt Museum Redevelopment District.  The District 
was created for the development of the Kansas Underground Salt Museum as a tourist destination.  The City issued 
Sales Tax Limited Obligation Revenue Bonds (STAR bonds). Pursuant to issuance of the STAR bonds, the City and 
the State have entered into a Redevelopment District Tax Distribution Agreement.  The agreement provides that the 
principal of, accreted value, and interest on the STAR bonds will be paid proportionally by the City and the State, 
based on each entity’s respective share of sales taxes generated within the District.  The State’s proportional share is 
approximately 83 percent.  Therefore, 83 percent of the outstanding obligation on each STAR bond issue has been 
recorded with the State’s long-term debt.  This proportional share changed July 1, 2010, with the increase of 1% in 
the state sales tax rate.  Further details regarding STAR bonds may be found in the chart at the beginning of Note III, 
Section K.   
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Special Obligation and Private Activity Bonds 
 

Special obligation bonds have various revenue streams that are pledged for repayment of principal and interest.  
These bonds are special limited obligations of KDFA, where neither the principal of, redemption premium, if any, 
nor interest on these bonds constitutes a general obligation or indebtedness of, nor is the payment thereof guaranteed 
by KDFA or the State.  Accordingly, such special obligation bonds are not included in KDFA’s June 30, 2010, 
balance sheet.  KDFA’s special obligation bonds at June 30, 2010, total $2.6 billion. 
 
Private activity bonds are special limited obligations of KDFA and are made payable solely from a pledge of the 
applicable trust estate that is comprised of a particular designated revenue stream of the borrower.  Accordingly, 
such private activity bonds are not included on KDFA’s June 30, 2010, balance sheet. KDFA’s private activity 
bonds at June 30, 2010, total $1.6 billion.   
 

Notes Payable 
 

The Pooled Money Investment Board is authorized as directed by statute to loan funds from the State treasury to 
State agencies for various capital projects including the purchase of the State's printing plant and the renovation and 
purchase of the Landon State Office Building.  These internal loans are recorded as loans receivable in the State 
treasury's cash balance in Note III, Section A, Deposits and Investments, and in corresponding amounts of notes 
payable in Note III, Section K, Long-term Obligations and Section J, Short-term Obligations. 
 
The Kansas Water Office is charged by statute to meet, as nearly as possible, the anticipated future water supply 
needs of the citizens of Kansas.  The agency has executed several water supply storage agreements with the Federal 
Government over the past 36 years for water supply storage capacity in large Federal multipurpose lakes under the 
provisions of the 1958 Federal Water Supply Act.  Nine of these agreements provide for long-term (fifty-year) 
repayment with interest of the costs incurred by the Federal Government in construction of the water supply storage 
space.  The Kansas Water Office is authorized by K.S.A. 82a-934 to enter into such agreements, subject to 
legislative approval through appropriations.  Generally, however, receipts from the sale of water to local municipal 
and industrial water supply users are adequate to make the annual payments due under the long-term contracts with 
the Federal Government. Portions of the storage in some reservoirs have been designated as “future use” storage, 
and as such; the State is not required to make payments on that portion of storage until it is needed by users.  The 
State has not recorded a liability at June 30, 2010, for portions of the storage designated as “future use” storage. 
 

Lease Commitments 

 
The State leases office buildings, space, and equipment.  Although the lease terms vary under a variety of 
agreements, most leases are subject to annual appropriations from the State Legislature to continue the lease 
obligations.  If a legislative appropriation is reasonably assured, leases are considered non-cancelable for financial 
reporting purposes. Any escalation clauses, sublease rentals, and contingent rents are considered immaterial to the 
future minimum lease payments and current rental expenditures.  
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Operating Leases 
 

The State has commitments with non-state entities to lease certain buildings and equipment.  Future minimum rental 
commitments for building and equipment operating leases as of June 30, 2010, are as follows (expressed in 
thousands): 
 

Fiscal  Year

2011 $ 12,695 

2012 11,725 

2013 10,999 

2014 9,762 

2015 8,539 

2016-2020 32,376 

2021-2025 15,047 

2026-2030 5,483 

Total future minimum lease payments $ 106,626 

Rent expenditures/expenses for operating leases 

for the year ended June 30, 2010 $ 12,474 

 
Capital Leases  

 
The State has entered into agreements to lease various facilities and equipment.  Such agreements are, in substance, 
purchases and are reported as capital lease obligations.  At the date of acquisition, the assets are valued on the 
Statement of Net Assets at the present value of the future minimum lease payments.  Interest expense for capital 
leases is not capitalized.  
 
The following schedule presents future minimum lease payments as of June 30, 2010 (expressed in thousands): 
 

Year Ending

June 30

2011 $ 11,656 $ 5,022

2012 15,948 5,807

2013 16,537 5,311

2014 16,433 6,083

2015 11,464 3,730

2016-2020 24,029 12,533

2021-2025 22,423 7,126

2026-2030 20,331 2,520

Total $ 138,821 $ 48,132

Interest

Governmental Activities

Principal
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Leased land, buildings, and equipment under capital leases in capital assets at June 30, 2010, include the following 
(expressed in thousands): 

Governmental

Activities

Land (non-depreciable) $ 9,510

Buildings 87,726

Equipment 43,937

Less:  Accumulated depreciation (43,804)

     Total $ 97,369

 
 
Master Lease Purchase Program 

 
The Master Lease Purchase Program, administered by the Department of Administration, provides low interest, 
equipment lease purchase financing and energy conservation project financing to State agencies.  The Program 
began in 1985 with the issuance of Certificates of Participation and evolved into the current Program, which utilizes 
lines of credit. Lease purchase obligations under the Program are not general obligations of the State, but are 
payable from appropriations of State agencies participating in the Program, subject to annual appropriation.  
Financing terms of two years through fifteen years are available.  The financing term should not exceed the useful 
life of the purchased item. The interest component of each lease/purchase payment is subject to a separate 
determination.  
 
Defeasance of Debt 

 
Primary Government 

 
For financial reporting purposes, the State has in substance defeased certain bonds by issuing additional debt.  Thus, 
the related liability and trust assets to pay the defeased bonds have been removed from the financial statements in 
the year of defeasance.  Defeased debt at June 30, 2010, and changes for the fiscal year then ended are as follows 
(expressed in thousands): 
 

Bond Issue

Governmental Activities

KDOT Series 1994 $ 19,080 $ 0 $            9,255 $ 9,825

KDOT Series 1994 A 3,480 0            3,480 0

KDOT Series 1998 55,300 0 0 55,300

KDOT Series 1999 294,705 0        294,705  0

KDOT Series 2000 A 144,900 0            5,000 139,900

KDFA Series 2003 J 4,695 0               385 4,310

KDFA Series 2004 A 4,670 0               315 4,355

STAR Bonds Series 2010 A 0          18,000          18,000 0

Total governmental activit ies $ 526,830 $ 18,000 $ 331,140 $ 213,690

Balance Payments Balance

6/30/2009  6/30/2010

Beginning Ending

Current

Year 

Defeased

 
 
KDFA, at the request of the Kansas Secretary of Administration, issued bonds to currently refund certain 
outstanding KDFA bond payments to achieve near term budgetary relief for the State General Fund.  The KDFA 
Series 2009 M-1 and N were issued in the amount of $26.0 million.  This will result in an increase of $47.2 million 
in future debt service payments and an estimated economic loss of $0.8 million.  The KDFA Series 2010 E-1 and F 
were issued in the amount of $15.0 million.  This will result in an increase of $26.5 million in future debt service 
payments and an estimated economic loss of $0.2 million. 
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The STAR Bonds Series 2010 A was issued during the fiscal year for the partial financing of the project.  It was 
expected at issuance this bond series would be refunded.  The STARS Bonds Series 2010 B was subsequently issued 
to complete the project financing and refund the Series 2010 A bonds. 
 
    

Bond Issue

Business-type Activities

KDFA Series 1997 1 & 2 $ 0 $ 12,825 $ 12,825 $ 0

KDFA Series 1998 1 & 2 0 4,205 4,205 0

KDFA Series 2000 I 1,965 0 0 1,965

KDFA Series 2000 II (Nov.) 54,945 0 0 54,945

KDFA Series 2000 1 & 2 24,635 15,120 0 39,755

KDFA Series 2001 II 2,790 0 0 2,790

KDFA Series 2002 II 26,845 0 0 26,845

KDFA Series 2002 1 & 2 20,315 375 0 20,690

KDFA Series 2004 2 0 4,405 0 4,405

Total business-type activit ies $ 131,495 $ 36,930 $ 17,030 $ 151,395

Balance Payments Balance

6/30/2009  6/30/2010

Beginning Ending

Current

Year 

Defeased

Information on bonds defeased in the current fiscal year is as follows (expressed in thousands): 
. 

Bond Issues

Business-type Activities

KDFA Series 1997 1 & 2, 1998  1 

& 2, 2000 1 & 2, 2002 1, 2004 2 $ 36,930 $ 19,900 $ 5,259 $ 9,078

Total defeased $ 36,930 $ 19,900 $ 5,259 $ 9,078

Amount

Defeased

Economic

Gain (Loss)*

Aggregate

Debt Sevice

Reduction**Liability

Remaining 
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Component Unit 

 
For financial reporting purposes, the Kansas Development Finance Authority has in substance defeased certain 
revenue and lease revenue bonds by issuing additional debt.  Thus, the related liability and trust assets to pay the 
defeased lease revenue bonds have been removed from the financial statements in the year of defeasance.  Defeased 
debt at June 30, 2010, and changes for the fiscal year then ended are as follows (expressed in thousands): 
 

Bond Issue

KDFA Series 1995 K $ 0 $ 1,820 $ 1,820 $ 0

KDFA Series 1998 D 0 3,100 3,100 0

KDFA Series 1998 L 0 2,920 2,920 0

KDFA Series 1999 D 0 3,525 3,525 0

KDFA Series 1999 H 10,030 0 0 10,030

KDFA Series 1999 N 19,240 0 19,240 0

KDFA Series 2000 T 1,150 0 140  1,010

KDFA Series 2000 V 7,215 0 0 7,215

KDFA Series 2001 S 0 7,540 0 7,540

KDFA Series 2001 W 1,240 16,655 130 17,765

KDFA Series 2002 A 0 8,230 0 8,230

KDFA Series 2002 J-1 & J-2 0 29,595 29,595 0

KDFA Series 2002 K 0 3,280 0 3,280

KDFA Series 2002 N 0 28,040 0 28,040

Total component  units $ 38,875 $ 104,705 $ 60,470 $ 83,110

Balance Payments Balance

6/30/2009 6/30/2010

Beginning Ending

Current

Year 

Defeased

 
Information on bonds defeased in the current fiscal year is as follows (expressed in thousands): 
. 

Bond Issues

KDFA Series 1995 K $ 1,820 $ 0 $ 161 $ 179

KDFA Series 1998 D 3,100 0 799 992

KDFA Series 1998 L 2,920 0 335 370

KDFA Series 1999 D 3,525 0 255 262

KDFA Series 2001 S 7,540 7,540 733 909

KDFA Series 2001 W 16,655 16,655 1,031 1,118

KDFA Series 2002 A 8,230 8,230 352 576

KDFA Series 2002 J-1 & J-2 29,595 0 0 0

KDFA Series 2002 K 3,280 3,280 160 138

KDFA Series 2002 N 28,040 28,040 1,409 1,486

Total defeased $ 104,705 $ 63,745 $ 5,235 $ 6,030

Amount

Defeased

Economic

Gain (Loss)*

Aggregate

Debt Sevice

Reduction**Liability

Remaining 

 
 
It should be noted that the KDFA Series 2002 J-1 & J-2 was changed from a variable rate to a fixed rate obligation 
and the KDFA Series 2003 D-1 was a cash defeasance.    
 
* The economic gain is defined as the difference between the present values of the old and the new debt service 
payments. 
** The aggregate debt service reduction is defined as the difference between the refunded debt and the refunding 
debt. 
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Arbitrage Rebate Payable 

 
Estimated arbitrage rebate payables have been calculated and liabilities recorded of $400,000 for Governmental 
Activities, $1.3 million for Business-type Activities, and $98,000 for Component Units. 
 
 
Derivative Instruments 

 
Kansas Department of Transportation recently issued and adopted accounting principles 

 
In June 2008, the GASB issued Statement 53, Accounting and Financial Reporting for Derivative Instruments 
(GASB 53). GASB 53 addresses the recognition, measurement, and disclosure of information regarding derivative 
instruments entered into by state and local governments.  The requirements of this Statement are effective for 
financial statements for periods beginning after June 15, 2009.  The Kansas Department of Transportation (KDOT) 
adopted GASB 53 in Fiscal Year 2010.  All derivatives are to be reported on the statement of net assets at fair value, 
and all hedges must be tested for effectiveness to qualify for hedge accounting.  The tests are outlined in GASB 53. 
Depending on the test results, the changes in fair value are either reported on the statement of net assets as a deferral, 
or in the statement of activities as investment revenue or loss.  Most derivatives are stand-alone instruments.  At 
certain instances as outlined in GASB 53, for those that have an additional embedded instrument, or hybrid 
instruments, the statement calls for bifurcating and accounting for the transaction as two separate components.  
 
KDOT engaged an independent party to perform the valuations and required tests on the swaps.  Of the swaps that 
qualify for hedge accounting under GASB 53, the changes in fair value for this period are to be offset by a 
corresponding deferred inflow/outflow account on the statement of net assets. 
 
All pay-fixed swap transactions are associated with variable debt. Combining a pay-fixed receive-variable rate swap 
with variable debt results in what is termed “synthetic” fixed rate debt.  It is called synthetic because the economics 
are similar to fixed rate debt, but another instrument is involved unlike regular fixed rate debt.  Each time KDOT 
created synthetic fixed rate debt, a comparison and determination was made that the fixed rate on regular debt would 
have been higher than the fixed rate on the swap. 
 
For all swaps, there are three main strategies KDOT pursues with respect to each transaction.  Each swap can 
achieve one or more of these strategies.  Then as a result of execution of the derivative, its value will change with 
respect to how prevailing rates on each reporting period compare to when the derivative was put in place.  The 
accumulated changes in fair value, or total fair value of all the derivatives are a function of how prevailing interest 
rates and other market factors affect each transaction at each reporting period.  Pursuant to GASB 53, each swap 
transaction is then evaluated to determine what type of accounting treatment to apply.  
 
 (i) Mitigate the effect of fluctuations in variable interest rates.  This is the primary function of the four swaps (one 
involving two counter-parties) KDOT pays a fixed rate, and receives a floating rate.  In an interest rate environment 
whose level is generally higher than the rate at which KDOT is fixed, the swap would result in a positive value to 
KDOT.  Correspondingly, in a lower rate environment than the rate at which KDOT is fixed, the swap would result 
in a negative value to KDOT.  The value primarily depends on the overall level of interest rates on the reporting date 
compared to what KDOT pays.  The overall level of long term interest rates from period to period is the primary 
driver of changes in value recorded from the investment derivatives where KDOT pays fixed and receives a floating 
rate.  Interest rates have trended lower since inception of the pay fixed swaps, therefore, the mark-to-market value is 
generally more negative to KDOT. 
 
(ii) Reduce interest expense by expected change between short and long term rates.  This is the function of a swap 
where KDOT receives floating rates based on a longer term index with the expectation of receiving an ongoing net 
benefit compared to short term rates paid on the variable bonds being hedged.  Longer term interest rates, such as 
the 10 Year Constant Maturity Swap (CMS) Index, are generally higher than shorter term interest rates, such as a 
weekly rate, which KDOT pays on the variable bonds.  Therefore, when shorter term interest rates came close to, or 
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exceeded longer term rates, KDOT entered into a swap whose receipts on the floating leg are based on a longer term 
index that is expected to outperform the payments on KDOT’s variable debt.  Part of the fair value of this swap is 
determined by the prevailing level of short term versus long term rates, that is, the steepness of the yield curve.  The 
higher the level of long term rates compared to shorter term rates, the higher the expected benefit to KDOT, 
therefore, the higher the mark-to-market value of the swap.  KDOT pays a fixed rate on one of these two swap 
transactions, therefore the other part of the value of this swap is determined by the prevailing level of interest rates 
compared to when KDOT entered into the swap transaction.  Since interest rates have trended lower since inception, 
the mark-to-market value will be more negative to KDOT, even though KDOT  may be receiving a net benefit from 
the receipts based on the 10 Year CMS Index.  Since the long term index is expected to out-perform the short-term 
variable rate, the tests under GASB 53 deem such transactions investment instruments. 
 
(iii) Reduce interest expense from expected benefit resulting from the difference between tax-exempt and taxable 
rates.  This is a function of swaps where KDOT receives a percentage of 1-Month LIBOR when hedging tax-exempt 
variable debt, with the expectation of receiving an ongoing net benefit from paying a lower fixed rate at the time of 
putting on the swap transaction.  The historical average ratio of 1-Month LIBOR (short-term taxable rates) versus 
tax-exempt rates, a direct function of tax rates, is approximately 67 percent, but the ratio of long-term taxable rates 
and long-term tax-exempt rates is normally significantly higher than 67 percent.  Therefore, the fixed rate payable in 
exchange for a smaller percentage of LIBOR will be significantly less than a long-term tax-exempt fixed rate.  This 
reduction in fixed rate is the value of the benefit, the risk being tax rates change over the life of the percentage of 
LIBOR swap, or the variable rates on KDOT’s hedged bonds do not closely match the percentage of LIBOR 
variable rate on the swap. The value of such a swap is determined by the prevailing level of taxable interest rates, 
with no reference to tax-exempt interest rates. 
 
The following table provides a summary of the basic terms of the swap agreements as of June 30, 2010 (expressed in 
thousands):  
 
Associated Current  Effect ive Maturity Bank Counterparty

KDOT Bonds No tional Date Date Rate Paid Rate Received Fair Value Counterparty Rat ing

5.2400% Contractual;

Series  2002  D 45,765$        12 /17/2002 3 /1/2012 2 .9936% GASB 53  At- 67% o f USD-LIBOR (1,810 )$     Merrill Lynch Cap ital A2 /A/A+

the-Market Services , Inc.

Series  2002  B & C* 200 ,000$    10 /23 /2002 9/1/2019 3 .16% 67% of USD-LIBOR (19 ,088 ) Go ldman Sachs  Bank Aa3 /A/A+

USA

Series  2002  B & C* 120 ,005$     10 /23 /2002 9/1/2019 3 .16% 67% of USD-LIBOR (11,448 ) Cit ig roup  Financial A3 /A/A+

Products  Inc.

3 .3590% Contractual; Lesser o f ABR/71% of

Series  2008  A 150 ,275$      12 /2 /2003 9 /1/2015 2 .3493% GASB 53  At- USD-LIBOR 'til 9 /2010 ; (1,366 ) Merrill Lynch Cap ital A2 /A/A+

the-Market 71% USD-LIBOR thereafter Services , Inc.

Series  2004  C 72 ,000$       11/23 /2004 9 /1/2024 3 .57% 63% USD-LIBOR + 0 .29% (10 ,224 ) Go ldman Sachs  Bank Aa3 /A/A+

USA

Series  2004  C 75,000$       7/1/2007 9 /1/2024 3 .57% 62 .329% o f 10  Year CMS (6 ,765) Go ldman Sachs  Bank Aa3 /A/A+

USA

Series  2004  B 75,000$       7/10 /2007 9 /1/2024 67% o f USD-LIBOR 61.56% o f 10  Year CMS 4,742 JPMorgan Chase Aa1/AA/AA-

Bank N.A.

(45,959 )$ 

* Two Counterpart ies

 
KDOT derivative instruments detailed discussion  

 

Objective of the swaps.  In order to protect against the potential of rising interest rates, KDOT has entered into four 
separate pay-fixed, receive-variable interest rate swaps at a cost less than what KDOT would have paid to issue 
fixed-rate debt. 
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Terms, fair values, and credit risk.  The terms, including the fair values and credit ratings of the outstanding swaps 
as of June 30, 2010, are shown above.  KDOT’s swap agreements contain scheduled reductions to outstanding 
notional amounts that are expected to follow scheduled or anticipated reductions in the associated bonds payable.  
 
KDOT Series 2002D Swap - In connection with the issuance of $86.9 million of variable-rate bonds to refund 
outstanding KDOT Series 1993A bonds, on August 27, 2002, KDOT competitively bid the sale of an option on a 
floating-to-fixed 67 percent of LIBOR interest rate swap.  Merrill Lynch provided the winning bid with a swaption 
premium amount of $11.9 million that was paid to KDOT in two installments of $6.5 million on March 1, 2006, and 
$5.4 million on March 1, 2007.  The swaption allowed the KDOT to effect a synthetic forward refunding of the 
bonds to lock in savings based on then prevailing market conditions.  Under U.S. tax law, the bonds were not 
eligible for a traditional current refunding until December 1, 2002. The terms of the option were structured to mirror 
the terms on the optional redemption feature on the Series 1993A Bonds.  The swaption generated expected PV 
savings of $10.4 million (11.92% of the bonds’ par amount).  Merrill Lynch has since exercised the option resulting 
in a floating-to-fixed 67 percent of LIBOR interest rate swap, whereby KDOT pay a fixed rate of 5.24 percent.   
 
Under GASB 53, the sold option described is a hybrid instrument that is constituted of a companion instrument or 
borrowing, and an embedded derivative instrument.  Therefore swaptions are bifurcated into two parts, the 
borrowing (intrinsic value) and derivative (time value), and a determination is also made of the at-the-market fixed 
rate on the date of the swaption is sold.  Governments carry borrowings at historic cost, while derivatives are carried 
at fair value.  The subsequent swap that Merrill Lynch exercised with KDOT is also considered a hybrid instrument 
consisting of an embedded at-the-market swap rate computed at the time the original option was sold, and a 
borrowing.  
 
KDOT Series 2002B and C Swaps - In connection with the issuance of $320 million of variable-rate KDOT Series 
2002B & C Highway Revenue Refunding Bonds, on October 3, 2002, KDOT competitively bid a floating-to-fixed 
67 percent of LIBOR interest rate swap.  Goldman Sachs was awarded $200 million of notional principal and 
Salomon Smith Barney was awarded $120 million of notional principal.  The executed transaction consisted of a 
$320 million 17-year amortizing interest rate swap under which KDOT pays Goldman/Citibank a fixed rate of 3.164 
percent and receives 67 percent of LIBOR. KDOT was able to take advantage of market conditions and effectively 
create fixed-rate debt at a rate lower than available in the traditional tax-exempt cash market. 
 
KDOT Series 2008A Swap (formerly 2003C Swap) - In connection with the issuance of $150.3 million of variable-
rate KDOT Series 2003 C Highway Revenue Refunding Bonds, on November 20, 2003, the KDOT competitively 
bid a floating-to-fixed interest rate swap.  The executed transaction consisted of a $150.3 million 12-year amortizing 
floating-to-fixed interest rate swap whereby KDOT pays the counterparty a fixed rate of 3.359 percent and receives 
the lesser of the Actual Bond Rate and 71 percent of one month LIBOR until September 1, 2010, and 71 percent of 
LIBOR thereafter.  KDOT was able to take advantage of market conditions and effectively create fixed-rate debt at a 
rate lower than available in the traditional tax-exempt cash market.  
 
On May 13, 2008, KDOT refunded the Series 2003 C Bonds with KDOT Series 2008 A Bonds.  Under GASB 53, a 
refunding can be viewed as a termination of an existing hedging relationship, and a subsequent new hedging 
relationship is entered into between the swap and new bonds. This can result in a hybrid instrument that consists of 
an at-the-market fixed rate swap with a pay fixed rate computed on the date of the refunding, and an imputed 
borrowing that is considered a cost of refunding, and therefore amortized over the shorter of the life of the new 
bonds or refunded bonds. 
 
KDOT Series 2004B and C Swaps - In connection with the issuance of $147 million of variable-rate KDOT Series 
2004B and 2004C Highway Revenue Bonds, on November 12, 2004, KDOT competitively bid a floating-to-fixed 
interest rate swap.  The executed transaction consisted of a $147 million 20-year amortizing floating-to-fixed 
interest rate swap whereby KDOT pays the counterparty a fixed rate of 3.571 percent and receives 63.5 percent of 
LIBOR plus 29 basis points.  KDOT was able to take advantage of market conditions and effectively create fixed-
rate debt at a rate lower than available in the traditional tax-exempt cash market.   
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Since many tax-exempt and municipal issuers fund capital projects with long-term traditional or synthetic fixed-rate 
debt, but are constrained to investing short-term for liquidity reasons,  in a normal or upwardly sloped yield curve 
they incur “negative carry” (cost of borrowing exceeds investment rate).  KDOT determined that it could mitigate 
this imbalance through the execution of the two Constant Maturity Swaps (CMS).  On June 15, 2007, based on the 
results of a previously distributed competitively bid request for quotes for a swap provider, effective July 1, 2007, 
KDOT amended the floating index from 63.5 percent + 29 basis points to 62.329 percent of the 10-year LIBOR 
CMS rate on $75 million of the existing $147 million swap.  On July 10, 2007, a CMS became effective on the 
previously unhedged 2004 B series bonds so that KDOT pays Bear Stearns Financial Products Inc. (“BSFP”) 67 
percent of one-month LIBOR and receives 61.56 percent of the 10-year LIBOR CMS rate on $75 million.  
Following the merger of BSFP with and into JPMorgan Chase Bank N.A. (“JPM”), and an Assignment Agreement 
dated as of March 18, 2009, by and among BSFP, KDOT and JPM, the bank counterparty on this swap is now JPM.  
 
Fair value.  These fair values take into consideration the prevailing interest rate environment, the specific terms and 
conditions of a given transaction and any upfront payments that may have been received.  All fair values were 
estimated using the zero-coupon discounting method.  This method calculates the future payments required by the 
swap, assuming that the current forward rates implied by the yield curve are the market’s best estimate of future spot 
interest rates.  These payments are then discounted using the spot rates implied by the current yield curve for a 
hypothetical zero-coupon rate bond due on the date of each future net settlement on the swaps. 
 
Credit risk.  As of June 30, 2010, KDOT has credit risk exposure to JPMorgan Chase Bank N.A. on the swap 
associated with the KDOT Series 2004 B Revenue Bonds.  This is because the transaction has a positive fair value, 
meaning  KDOT is exposed to the counterparty in the amount of the derivative's fair value.  However, should 
interest rates change and the fair value of the swap become negative, KDOT would not be exposed to credit risk. 
 
KDOT has no credit risk exposure on the rest of the swap transactions because the swaps have negative fair values, 
meaning the counterparties are exposed to KDOT in the amount of the derivatives' fair values.  However, should 
interest rates change and the fair values of the swaps become positive, KDOT would be exposed to credit risk.  
 
The swap agreements contain varying collateral agreements with the counterparties.  The swaps require 
collateralization of the fair value of the swap should the counterparty's credit rating fall below the applicable 
thresholds. 
 
Basis risk.  Basis risk is the risk that the interest rate paid by KDOT on underlying variable rate bonds to 
bondholders differs from the variable swap rate received from the applicable counterparty.  KDOT bears basis risk 
on each of its swaps.  The swaps have basis risk since KDOT receives a percentage of LIBOR to offset the actual 
variable bond rate KDOT pays on its bonds.  KDOT is exposed to basis risk should the floating rate that it receives 
on a swap be less than the actual variable rate KDOT pays on the bonds.  Depending on the magnitude and duration 
of any basis risk shortfall, the expected cost savings from the swap may not be realized. 
 

Termination risk.  KDOT or the counterparty may terminate any of the swaps if the other party fails to perform 
under the terms of the respective contracts.  If any of the swaps are terminated, the associated variable-rate bonds 
would no longer be hedged to a fixed rate.  If at the time of termination the swap has a negative fair value, KDOT 
would be liable to the counterparty for a payment equal to the swap’s fair value. 
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L. Revisions to Beginning Net Assets 

 
Various adjustments were made to the beginning fund balances to correct errors in the prior year financial 
statements.  The following table summarizes the changes to the fund balances as reported in the prior year financial 
statements (expressed in thousands): 
 

June 30, 2009 fund balance as previously $ 9,759,073 $ 773,563 $ 10,532,636 $ 3,434,197

  Revisions

Capital asset  data correction (5,085) 0 (5,085) 0

Star bond correction (2,524) 0 (2,524) 0

KDOT change in accounting principal (17,094) 0 (17,094) 0

Regent component unit  changes 0 0 0 2,961

June 30, 2009 fund balance as restated $ 9,734,370 $ 773,563 $ 10,507,933 $ 3,437,158

 Governmental  Business-type  Total Component 

In preparation of implementing a new statewide computer system on July 1, 2010, agencies were requested to 
review capital assets.  This review resulted in a reduction of assets by $5.09 million, mostly from the removal of 
assets not meeting the State’s established threshold. 
 
 Fund balance was reduced for a STAR bond issue that was not reflected in the financial statements.   
 
KDOT beginning balances were adjusted to comply with GASB 53, “Accounting and Financial Reporting for 
Derivative Instruments”.  Details regarding derivatives can be found in Note III, K. Long Term Obligations. 
 
Component units beginning balance increased in total by $3 million.  Wichita State University Union Corporation 
(dba Rhatigan Student Center) adjusted beginning balance by $1.9 million for building improvements recorded 
incorrectly in prior years.  A delay in receiving Kansas Athletics final financial report in fiscal year 2009 caused the 
State to have a correction of $1.04 million in the fiscal year 2010 beginning balance. 
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A. Risk Management 

 
The State maintains a combination of commercial insurance and self-insurance to cover the risk of losses to which it 
may be exposed.  This is accomplished through risk management and various outside entity commercial insurance 
providers. It is the policy of the State to cover the risk of certain losses to which it may be exposed through risk 
management activities.  In general, the State is self-insured for certain health care claims (prescription drug and 
dental plus three of seven medical health plan options), State employee workers’ compensation, long-term disability, 
tort liability, personal property, and real estate property losses up to $500,000 (except where separate coverage is 
required by bond covenant). The State has commercial vehicle liability coverage on all vehicles, and a statewide 
commercial policy on real property valued at $500,000 or more (except where separate coverage is required by bond 
covenant).  Insurance settlements have not exceeded insurance coverage for the past three fiscal years. 
 
Coverage for health care claims for prescription drugs and dental claims plus three of seven medical health plan 
options is provided by The Health and Dental Care Claims (Active Employees) Health and Hospitalization Fund for 
all active employees, and The Post Employment Health and Dental Care Claims Health and Hospitalization Fund for 
post-employment populations (retirees).  Risk is managed by the performance of full experience studies twice a 
year. The liability for unpaid claims is the plan reimbursement for services rendered or prescriptions received where 
the payment to the provider, the member, or the claims administrator has not occurred.  These liabilities are 
estimated by analyzing the prior payment patterns for the same coverage or medical option. 
 
The State Self-insurance Fund (SSIF) is self-insured and self-administered for providing workers’ compensation 
coverage to the State’s employees.  The agencies make contributions to the SSIF to cover projected losses and net 
expenses.  The SSIF also maintains a partial reserve to reduce the likelihood of additional required contributions due 
to adverse loss experience.  The liability represents results from an annual actuarial study for claims reported but 
unpaid plus an estimate for claims incurred but not reported. 
 
The remaining risk management activities of the State are included in the State General Fund.  The State has not 
encountered difficulty in resolving past losses by using resources available at the time the loss occurred. 
 
The Tort Claims Fund (TCF) provides payment of compromises, settlements, and final judgments arising from 
claims against the State or an employee of the State under the Kansas Tort Claims Act, and costs of defending the 
State or an employee.  When the balance in the TCF is insufficient to pay a claim, a transfer is made from the State 
General Fund to the TCF.  The maximum claim liability allowed under The Kansas Tort Claims Act is $500,000 per 
occurrence or accident. At June 30, 2010, there were no material claims incurred but unpaid.  
 
The State’s self-insurance program covers all personal property losses and real estate property losses up to 
$500,000,000 (except where separate coverage is required by bond covenant).  Claims in excess of $500,000,000 are 
covered by commercial insurance under a statewide policy. The statewide policy has a limit of $100,000,000 per 
occurrence for most buildings except flood and earthquake, which are applied as annual aggregates separately to 
each peril, and a deductible of $5,000,000 per occurrence for most buildings.  For the four buildings in the Capitol 
Complex, the limit is $200,000,000 per occurrence.  The self-insurance program for personal and real estate 
property loss represents an estimate of amounts to be paid from currently expendable available financial resources.   
 
Liabilities of the funds are reported when it is probable that a loss has occurred and the amount of the loss can be 
reasonably estimated.  Liabilities include an amount for claims that have been incurred but not reported (IBNR’s).  
The result of the process to estimate the claims liability is not an exact amount as it depends on many complex 
factors, such as inflation, changes in legal doctrines, and damage awards.  Accordingly, claims are reevaluated 
periodically to consider the effects of inflation, recent claim settlement trends (including frequency and amount of 
payments), and other economic and social factors.  The estimate of the claims liability also includes amounts for 
incremental claim adjustment expenses related to specific claims and other claim adjustment expenses regardless of 
whether allocated to specific claims.  
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The following table presents the changes in claims liability balances (both current and non-current) during the 
current fiscal year ended June 30, 2010 (expressed in thousands): 
 

   Claims 
Liability 
Beginning 
Balance 

  Plus: Current 
Year Claims 
and Changes 
in Estimates 

   
Less: 
Claim 
Payments

  Claims 
Liability 
Ending 
Balance 

   
 
Non-current 
Liability 

   
 
Current  
Liability  

Current fiscal year               

State Self-insurance Fund  $ 51,454  $ 28,516  $ (22,000)  $ 57,970  $ 41,317  $ 16,653
Health and Dental Care Claims 
(Active Employees) Health 
and Hospitalization Fund 

  32,268  

 

371,900  

 

(376,691)  

 

27,477  

 

35  

 

27,442

Post Employment Health and 
Dental Care Claims Health and 
Hospitalization Fund  

  2,198  

 

23,842  

 

(24,270)  

 

1,770  

 

2  

 

1,768

Total  $ 85,920  $ 424,258  $ (422,961)  $ 87,217  $ 41,354  $ 45,863

               

Prior fiscal year               
State Self-insurance Fund  $ 50,565  $ 22,536  $ (21,647)  $ 51,454  $ 36,278  $ 15,176
Health and Dental Care Claims 
(Active Employees) Health 
and Hospitalization Fund 

  28,650 331,240 (327,622) 32,268

 

307 31,961

Post Employment Health and 
Dental Care Claims Health and 
Hospitalization Fund 

  3,643 25,121 (26,566) 2,198

 

20 2,178

Total  $ 82,858  $ 378,897  $ (375,835)  $ 85,920  $ 36,605  $ 49,315

 
 
Notes: 

 
1. Claims liability ending balance are based on Aon’s BIN modeling estimates using claims lag data through 

May 31, 2010, projected to June 30, 2010. 
2. Future projections of claims liabilities are only estimates. All estimates, based upon the information 

available at a    point in time, are subject to unforeseen and random events. Therefore, any projection must 
be interpreted as having a likely range of variability from the estimate.  

3. IBNR includes 3% expense load and 3.5% margin. 
4. Non-current liability represents the remaining IBNR reserve for the prior fiscal year. 

 
    
B. Contingencies and Commitments 

 
Litigation 

 
The State is a defendant in numerous legal proceedings pertaining to matters incidental to the performance of routine 
governmental operations. Such litigation includes, but is not limited to, claims asserted against the State arising from 
alleged torts, alleged breaches of contracts, condemnation proceedings and other alleged violations of State and 
Federal laws. Known claims, asserted and unasserted, have been evaluated for the likelihood of an unfavorable 
outcome and estimates have been made regarding the amount or range of potential loss in the event of an 
unfavorable outcome. After review, it is the State’s opinion that its ultimate liability in these cases, if any, is not 
expected to have a material adverse affect on the financial position of the State, except for three cases.  In State of 
Kansas v. RJ Reynolds Tobacco Co. regarding adjustment claims, we are unable to evaluate a likely outcome.  The 
loss could be zero dollars or up to the full $387 million already received under the agreement.  In the case of the 
Board of Trustees of Dodge City Community College, et.al., v. Kansas Board of Regents, three community colleges 
are requesting relief for funding through 2000.  The loss from this case, if any, could be as up to $33 million.  The 
Kansas Public School Districts have not filed a suit against the State, but a Notice of Claims regarding the funding 
of public education has been received.  The range of potential loss is not capable of quantification, but if the school 
districts are successful, the amount could be very substantial. 
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Federal Financial Assistance 

 
The State receives significant financial assistance from the Federal government in the form of grants and 
entitlements, including several non-cash programs. The receipt of grants is generally dependent upon compliance 
with terms and conditions of the grant agreements and applicable Federal regulations. Grants are subject to the 
Federal Single Audit Act or to financial and compliance audits by grantor agencies. Disallowances by Federal 
officials as a result of these audits may become liabilities of the State.  The State does not expect any liabilities for 
disallowed costs from grantors.  
 

C. Pollution Remediation 
 
The Governmental Accounting Standards Board Statement No. 49, “Accounting and Financial Reporting for 
Pollution Remediation Obligations” requires the state record any known pollution remediation for which it is legally 
responsible.  When the State has not been able to reasonably estimate the liability amount, a disclosure has been 
made.   
 
 
Oil Well Plugging 

 
Legislation requires the Kansas Corporation Commission (KCC) to prepare and maintain an inventory of all 
abandoned wells with a special focus on wells which, (1) the State has assumed the plugging liability because of the 
lack of a potentially responsible party; and (2) pose either an ongoing or potential threat to the environment.  In 
fiscal year 2010, KCC plugged approximately 351 wells.  The number of known wells needing to be plugged in the 
future is expected to increase as more wells are discovered in remote areas and also as KCC develops a more refined 
well inventory process.  The fiscal year 2010 pollution remediation liability is estimated at $41.4 million.  No 
recoveries for these well pluggings are expected.    
 
 
Superfund Program Obligations 

 

The Kansas Department of Health and Environment (KDHE) is contractually obligated to perform or fund 
remediation within the Superfund Program.  A number of sites in the State fall within the jurisdiction of the U.S. 
Environmental Protection Agency (EPA) under the Comprehensive Environmental Response, Compensation, and 
Liability Act (CERCLA), also known as Superfund.  These sites have been scored and placed on the National 
Priority List (NPL).  The NPL is the listing of the most severely contaminated sites in the nation that have been 
identified for possible long-term cleanup.   
 
The NPL sites are addressed through a lengthy process, generally under the direct supervision of the EPA with 
active State participation.  Some of these sites are “orphan” sites, that is, there is not an identified responsible party.  
Remedial activities at these orphan sites are funded with Federal Superfund monies.  Two of the CERCLA 
requirements have significant impact on the State financial obligations.  One is the ten percent State cost share of 
remedial design and remedial action at Superfund financed sites.  The other is the requirement that the State assume 
responsibility and financial burden for the long term operation and maintenance (O&M) of the site.  
 
After the formal process to list a site on the NPL is completed, the EPA develops a design for remediation of the site 
that provides the proposed costs of implementation of the remedial action including the long term O&M for the site.  
The State is required to sign a contract with EPA obligating the State to provide the ten percent match and perform 
the long term O&M for the site.  While the actual schedule is somewhat hard to anticipate, a cost schedule is 
projected with the proposed cost share and O&M estimates.  The State has recorded $8.41 million in liabilities for 
the Superfund Program.   
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State Water Plan Orphan Sites Program 

 

KDHE also operates an orphan sites program to perform remedial activities at sites where a responsible party cannot 
be identified and other State or Federal programs are not available to fund those remedial activities. There are 
approximately 100 contaminated sites across the State included in this orphan sites program.  Due to limited 
funding, KDHE has prioritized the sites that pose the greatest threat to the public health and/or the environment. The 
State Water Plan – Contamination Remediation fund is the primary source of funding to address environmental 
contamination issues at these abandoned sites that impact or threaten to impact State water resources and/or public 
health.  While most of these sites are not Superfund-caliber sites that could be worked by the EPA, many still pose a 
substantial risk to the water supplies and/or public health of many Kansas communities.   
 
The State Water Plan – Contamination Remediation fund is the primary source of funding to provide the State cost 
share or State O&M requirements for NPL sites.  It is difficult to predict what the future costs for the State Water 
Plan will be, however, the State has recorded a liability for $0.75 million which is the amount known to be budgeted 
in fiscal year 2011 for this program.   
 
 
State Funded Reimbursement Fund Programs  

 

KDHE obtains State and Federal funds to implement regulatory programs to address corrective action from specific 
types of pollution sources.  While some of these programs provide funding to reimburse responsible parties for their 
approved cost of corrective action, the State is only obligated to reimburse costs if prior approval is obtained and the 
State program has funding available.   
 
The Storage Tank Act establishes two separate Trust Funds to assist owners and operators of petroleum storage 
tanks with the cost of remedial actions.  Both funds are designed to provide financial assistance to owners and 
operators of facilities where contamination from petroleum storage tanks has occurred.  The Trust Funds are 
financed from a $.01 fee placed on each gallon of petroleum (except aviation fuel) product manufactured in or 
imported into the State.  The funds will be abolished on July 1, 2014, by the sunset provision unless reenacted by the 
Legislature.   
 
K.S.A. 65-34,120 (d) of the Storage Tank Act indicates “This act is intended to assist an owner or operator only to 
the extent provided for in this act, and it is in no way intended to relieve the owner or operator of any liability that 
cannot be satisfied by the provisions of this act.” 
 
K.S.A. 65-34,120 (e) of the Storage Tank Act indicates “Neither the secretary nor the State shall have any liability 
or responsibility to make any payments for corrective action if the respective fund created herein is insufficient to do 
so.  In the event the respective fund is insufficient to make the payments at the time the claim is filed, such claims 
shall be paid in the order of filing at such time as moneys are paid into the respective fund.” 
 
To date, 2120 sites have been approved to receive reimbursement of approved costs under the Underground Storage 
Tank (UST) fund identified in K.S.A. 65-34,114 if funding is available. 
 
A similar reimbursement fund has been created for Aboveground Petroleum Storage tanks (AST).  175 sites have 
been approved to receive reimbursement of approved costs under the AST fund identified in K.S.A. 65-34,129 if 
funding is available.   
 
In addition to providing reimbursements of approved cost, the statute contains a provision that allows KDHE’s 
secretary to take whatever emergency action is necessary or appropriate to assure that the public health or safety is 
not threatened whenever there is a release or potential release from an UST or AST.  The statute permits the 
secretary to take corrective action where the release or potential release presents an actual or potential threat to 
human health or the environment, if the owner or operator has not been identified or is unable or unwilling to 
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perform corrective action, including but not limited to providing for alternative water supplies.  The exact amount of 
future costs is unknown.  The State has recorded a liability of $17.43 million for UST Program and $1.76 million for 
AST Program which represents the amounts budgeted for fiscal year 2011.     
 

Kansas Drycleaner Environmental Response Act  

 

The Kansas Drycleaner Environmental Response Act established a trust fund described in K.S.A. 65-34,146.  The 
Kansas Dry Cleaning Trust Fund (KDFRTF) is a State-led corrective action program which was established in 1995 
to provide funding for implementation of the Kansas Drycleaner Environmental Response Act. Money in the 
KDFRTF is expended for direct costs for administration and enforcement of Kansas Drycleaner Environmental 
Response Act and corrective action at sites contaminated by dry cleaning facilities operating as a retail dry cleaning 
operation.   
 
The corrective action at these sites is performed based on a site prioritization system and KDHE is not liable for 
costs of corrective action in excess of the $5 million cap at each site or in excess of the funding available to the 
program.  An estimate of future costs is unknown, however, the State has recorded a liability of $1.15 million for the 
Drycleaner Environmental Response Program.  This amount represents the amount currently budgeted for future 
corrective action.   
 

Kansas School for the Blind 

 

The Kansas School for the Blind has contracted with Great Plains Asbestos Control, Inc. for the removal of loose 
ceiling texture in the Irwin Building.  A liability of $7,950 has been recorded for this work.   
 

 

Kansas State University – Old Chemical Waste Landfill 

 
Kansas State University (KSU) has been given approval to begin work on remediation of the Old Chemical Waste 
Landfill, located north of Kimball Avenue and west of the Grain Science Complex.  KSU’s clean-up plan is being 
done in collaboration with the Kansas Department of Health and Environment and the Environmental Protection 
Agency.  The landfill, used from the mid-1960s to 1987, was created with the approval of the U.S. Atomic Energy 
Commission and was a burying ground for tritium, cabon-14 and other short-lived radioactive elements.   KSU also 
disposed of chemicals from 1979 to 1983.  KSU has been monitoring the site since 1990 to ensure there are no 
problems with contamination to the community.  The complete clean-up is expected to be completed by April 2013.  
The State has recorded a liability of $4 million for this remediation work. 
 
 
Kansas State University – Schilling Air Force Base 

 
Site assessments and investigations have been completed at the former Schilling Air Force Base in Salina, KS and 
settlement negotiations are underway with the Federal Government to correct soil and groundwater contamination 
resulting primarily from the use of the chemical Trichloroethylene (TCE). No liability is recorded in the financial 
statements because an estimate of the State’s portion of the liability, if any, is unknown at this time. 
 
 
Kansas State University - Jacksonville, Florida 

 
KSU is one of over 150 parties who were notified of potential remediation activity at a waste disposal site in 
Jacksonville, Florida.  The primary source of the soil and groundwater contamination is Polychlorinated biphenyl 
(PCB) and other chlorinated solvents.  No liability is recorded in the financial statements because an estimate of the 
State’s portion of the liability, if any, is unknown at this time.   
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D. Other Post Employment Benefits 
 
Description.  Kansas statute provides that postemployment healthcare benefits be extended to retired employees who 
have met age and/or service eligibility requirements. The health insurance benefit generally provides the same 
coverage for retirees and their dependants as for active employees and their dependents.  The health insurance 
benefit plan is a single employer defined benefit plan administered by Kansas Health Policy Authority.  The benefit 
is available for selection at retirement and is extended to retirees and their dependents for life.  Non-Medicare 
participants are subsidized by the State, thus resulting in a liability to the State. The accounting for the health 
insurance for retirees is included in the State’s Self-Insurance Health fund, with the subsidy provided from the Self-
Insurance Health fund.   
 

 

Funding Policy.  The State provides health insurance benefits to retirees and their dependents in accordance with 
Kansas law (K.S.A. 75-6511).  Kansas statute, which may be amended by the state legislature, established that 
participating retirees contribute to the employee group health fund benefits plan, including administrative costs.   
 

The State appropriates funds annually for the costs associated with this retirement benefit and provides funding for 
the expenditure on a pay-as-you-go basis through the Self Insurance Fund.  In fiscal year 2010, non-Medicare retired 
plan members receiving benefits contributed $13.8 million to the plan and the State contributed $9.4 million to the 
plan.    
 
Annual OPEB Cost and Net OPEB Obligation. The State’s annual Other Post Employment Benefits (OPEB) cost is 
calculated based on the annual required contribution of the employer (ARC), an amount actuarially determined in 
accordance with parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid on an 
ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities over a 
period of not to exceed thirty years. The following table presents the components of the State’s annual OPEB cost 
for the year, the contributed to the plan, and changes in the State’s net OPEB obligation (expressed in thousands): 
 

Primary Component Pension 

Government Units Trust Total

Amortization of UAAL  $ 10,428      $ 4,479          $ 28           $ 14,935      

Normal cost (with interest) 9,121        6,251         33          15,405      

Annual required contribution 19,549      10,730       61          30,340      

Interest on net OPEB obligation 1,031        773            5            1,809        

Adjustment to ARC (1,520)      (1,140)        (7)           (2,667)       

Annual OPEB cost 19,060      10,363       59          29,482      

Net employer contributions (9,349)      (25)             0 (9,374)       

Net OPEB obligation July 1, 2009 26,769      20,081       123        46,973      

Net OPEB obligation June 30, 2010 $ 36,480      $ 30,419       $ 182        $ 67,081      
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Schedule of Employer Contributions (for fiscal year ended) 

(expressed in thousands) 
 

Annual Net End of Year

Fiscal OPEB Employer Percentage Net OPEB

Year Cost Contributions Contributed Obligation

2008 $ 33,852      $ 5,105             15.08% $ 28,747         

2009 25,646      7,420             28.93% 46,974         

2010 29,481      9,374             31.80% 67,081         

 
 

 
Funded Status and Funding Progress. As of June 30, 2010, the most recent actuarial valuation date, the actuarial 
accrued liability for benefits was $278.4 million. The State’s policy is to fund the benefits on a pay as you go basis, 
resulting in an unfunded actuarial accrued liability (UAAL) of $222.8 million. The covered payroll (annual payroll 
of active employees covered by the plan) was $2.02 million, and the ratio of the UAAL to the covered payroll was 
13.76 percent. 
 
Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about 
the probability of occurrence of events far into the future. The valuation includes, for example, assumptions about 
future employment, mortality and the healthcare cost trends. Amounts determined regarding the funded status of the 
plan and the annual required contributions of employer are subject to continual revision as actual results are 
compared with the past expectations and new estimates are made about the future. The schedule of funding progress 
will present in time, multi-year trend information about whether the actuarial value of plan assets is increasing or 
decreasing relative to the actuarial accrued liabilities for benefits. 
 
Actuarial Methods and Assumptions. Projections of benefits for reporting purposes are based on the substantive plan 
and include the types of benefits provided at the time of valuation and the historical pattern of sharing of benefit cost 
between the employer and plan members to that point. The actuarial methods and assumptions used include 
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued liabilities and actuarial 
value of assets, consistent with the long-term perspective of the calculations. 
 
In the June 30, 2010, actuarial valuation, the projected unit credit method was applied. The actuarial assumptions 
included a 3.85 percent investment rate of return, which is a blended rate of the expected long-term investment 
returns on the State’s pooled funds and investments. The valuation assumed annual healthcare cost trend rates of 
5.25 to 9.50 percent in the first sixteen years and an ultimate rate of 5.0 percent after sixteen years. The valuation 
followed generally accepted actuarial methods and included tests as considered necessary to assure the accuracy of 
the results. The UAAL is being amortized over a 30 year open period in level dollar amounts.  
 

 

Primary Government 

 
In addition to the pension benefits described in the Employee Retirement Systems and Pension Plans note, the State 
provided post-employment health care benefits to retirees who elect the Kansas medical option.  This subsidy was 
ended for post-employment retirees as of December 31, 2006.  Retirees that elected the health insurance that the 
State provides now pays 100 percent of the premium.  The monthly amount of premium cost individual ranges from 
$395.86 to $497.52 for early retirees.  Early retirees are defined as those retirees not yet Medicare eligible.  The 
employer contribution, according to GASB Statement No. 45, is the aggregate amount of the subsidies, which is 
calculated into the employer contribution for active employees. 
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Eligible State 
Retiree 

Participants 

Eligible State 
Retiree and Family 

Participants  
Enabling 
Legislation 

Kansas Major Medical Post-Employment Benefits 8,391 14,230  K.S.A. 75-6504 
  
 
The State funds post-employment health care benefits on a pay-as-you-go basis as part of the overall retirement 
benefit ending on June 30, 2010. No separation of pension obligation and health insurance obligation is made and 
assets are not allocated between obligations. 
 
 
E.  Employee Retirement Systems and Pension Plans 

 
Kansas Public Employees Retirement System - Plan Descriptions 

 
The Kansas Public Employees Retirement System (the System) is an umbrella organization administering the 
following three statewide retirement systems under one plan as provided by K.S.A. 74 Article 49: Kansas Public 
Employees Retirement System (KPERS), Kansas Police and Firemen's Retirement System (KP&F) and Kansas 
Retirement System for Judges (Judges).  All three systems are part of a tax-exempt, defined benefit, contributory 
plan covering substantially all public employees in Kansas. The Kansas Retirement System for Judges is a single 
employer group, while the other two are multi-employer cost-sharing groups.  Participation by the State is 
mandatory, whereas participation by local political subdivisions is an option, but irrevocable once elected.  The State 
Elected Officials Special Members Retirement System is also administered by the System.  This System is closed to 
new members and only a small group is participating. 
 
The System publishes its own financial report, which is available by contacting KPERS at 611 S. Kansas Avenue, 
Suite 100, Topeka, Kansas 66603 or telephone 1-888-275-5737. 
 
The System provides retirement, death and disability benefits to State employees, public school employees and 
employees of counties, municipalities, and certain other State political subdivisions.  Although public schools are 
outside the State reporting entity, the State provides the required employers' contribution for public school 
employees' retirement benefits. 
 
The System's total covered salaries and wages paid were approximately $6.5 billion.  The State's total salaries and 
wages paid were approximately $2.034 billion of which approximately 1.049 billion or approximately 51.6 percent 
relates to employees participating in the System.  The remaining approximately 48.4 percent represents salaries and 
wages paid to employees, such as educational institution employees not participating in the System,  those 
employees who are classified as other than "permanent" and are not eligible for participation.  Information on 
participating employees and retirement system membership at June 30, 2010, unless otherwise noted is as follows: 
 

Participating Employers Membership

KPERS 1,407

KP&F 91

Judges 1

Total 1,499
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KPERS KP&F Judges Total

Retirees and beneficiaries currently

    receiving benefits 69,081 4,055 203 73,339

Terminated employees entitled to benefits

    but not yet receiving them 11,037 150 14 11,201

Inactive members, deferred disabled 2,781 181 0 2,962

Inactive members not entitled to benefits 28,175 986 0 29,161

Current employees 153,386 7,179 266 160,831

    Total 264,460 12,551 483 277,494

MEMBERSHIP BY RETIREMENT SYSTEMS

 
 
KPERS Plan Benefits 

 
Members with ten or more years of credited service, may retire as early as age 55, with an actuarially reduced 
monthly benefit.  Normal retirement is at age 65, age 62 with ten years of credited service, or whenever a member’s 
combined age and years of credited service equal 85 “points”.  Monthly retirement benefits are based on a statutory 
formula that includes final average salary and years of service.  When ending employment, members may withdraw 
their contributions from their individual accounts, including interest.  Members who withdraw their accumulated 
contributions lose all rights and privileges of membership.  For all pension coverage groups, the accumulated 
contributions and interest are deposited into and disbursed from the membership accumulated reserve fund as 
established by K.S.A. 74-4922. 
 
Members choose one of seven payment options for their monthly retirement benefits.  At retirement a member may 
receive a lump-sum payment of up to 50 percent of the actuarial present value of the member’s lifetime benefit.  His 
or her monthly retirement benefit is then permanently reduced based on the amount of the lump sum.  Benefit 
increases, including ad hoc post-retirement benefit increases, must be passed into law by the Kansas Legislature.  
Benefit increases are under the authority of the Legislature and the Governor.  For all pension coverage groups, the 
retirement benefits are disbursed from the retirement benefit payment reserve fund as established by K.S.A. 74-
4922. 
 
KPERS Contributions 

 
Member contributions (from 4.0 to 7.0 percent of gross compensation), employer contributions and net investment 
income fund KPERS reserves.  Member contribution rates are established by state law, and are paid by the employee 
according to the provisions of section 414(h) of the Internal Revenue Code.  State law provides that the employer 
contribution rates be determined based on the results of each annual actuarial valuation.  The contributions and 
assets of all three systems are deposited in the Kansas Public Employees Retirement Fund established by K.S.A. 74-
4921.  All of the retirement systems are funded on a actuarial reserve basis.  For fiscal years beginning in 1995, 
Kansas legislation placed a statutory limit of 0.1 percent of payroll increases in contribution rates for KPERS 
employers.  During the 1995 legislative session, the statutory limits were increased to 0.2 percent of payroll over the 
prior year for fiscal years beginning in 1996 for state and school employers.  The statutory increase for local units of 
government was amended to limit increases to no more than 0.15 percent over the prior year for calendar years 
beginning in 1997.  Annual increases in the employer contribution rates related to subsequent benefit enhancements 
are not subject to these limitations.  Legislation passed in 2003 amended the annual increases in future years.  The 
statutory cap for the State/School group increased to 0.4 percent in fiscal year 2006, with subsequent increases of 0.5 
percent in fiscal year 2007 and 0.6 percent in fiscal year 2008 and beyond.  Legislation passed in 2004 amended the 
annual increases in future years for local employers.  The statutory cap for the Local group increased to 0.4 percent 
in calendar year 2006, with subsequent increases of 0.5 percent in fiscal year 2007 and 0.6 percent in fiscal year 
2008 and beyond.  The amortization period for the unfunded liability of all three systems is 40 years from July 1, 
1993.   
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Basis of Accounting 

 
KPERS financial statements are reported using the economic resource measurement focus and the accrual basis of 
accounting.  Contributions are due to KPERS when employee services have been performed and paid.  
Contributions are recognized as revenues when due pursuant to statutory requirements.  Benefit and refunds are 
recognized when due and payable and expenses are recorded when the corresponding liabilities are incurred, 
regardless of when contributions are received or payment made. 
 
 
 
Schedule of Funding Status and Funding Progress per KPERS 2010 CAFR 
 
The funding status of KPERS at December 31, 2009, the most recent actuarial valuation date (expressed in 
thousands): 
 

Actuarial Actuarial Unfunded UAAL as a

Actuarial Value of Accrued AAL Funded Covered Percentage of 

Valuation Assets Liability  (AAL) (UAAL) Ratio Payroll Covered Payroll

Date (a) (b) (b-a) (a/b) ( c) ((b-a)/c)

12/31/2009 $13,461,221 21,138,206$     7,676,985$ 64% 6,532,496$            118%

 
Additional information as of the latest actuarial valuation follows: 
 

KPERS KP&F Judges

Valuation Date 12/31/2009 12/31/2009 12/31/2009

Actuarial cost method Entry Age Normal Entry Age Normal Entry Age Normal

Amortization method Level Percent closed Level Percent closed Level Dollar closed

Remaining amortization period 23 years 23 years 23 years

Asset valuation method Difference between actual return and expected return on market value recognized

evenly over five-year period.  Value must be within corridor of 80 percent to 120

percent of market value.

Actuarial assumptions:

Investment rate of return* 8% 8% 8%

Projected salary increases* 4.0% - 12.0% 4.0% - 12.5% 4.50%

Cost of Living Adjustment none none none

*Salary increases and investment rate of return include an inflation component of 3.5 percent.
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Other Retirement Plans  
 
Faculty and other eligible unclassified employees of the Board of Regents (Regents) office and State universities 
must participate in the Regents’ mandatory retirement plan.  Authorized by statute, this 403(b) defined contribution 
plan is funded through contributions by the employees and the employer (the Regents office or the State university).  
Employees are required to serve a one year waiting period before becoming eligible to participate in the plan, but 
participation can begin earlier if certain waiver provisions are met.  The contributions and earnings are fully vested 
with the first contribution. 
 
Employees participating in the Regents’ mandatory retirement plan are required to contribute 5.5 percent of their 
salary, up to the maximum dollar amount permitted by the Internal Revenue Code.  During fiscal year 2010, 
employees contributed approximately $38.3 million.  During fiscal year 2010, the 8.5 percent employer contribution 
totaled $61.4 million, representing covered wages of approximately $711.7 million.  These employees, along with 
employees who participate in the KPERS retirement program, may also elect to participate, up to the maximum 
dollar amount permitted by the Internal Revenue Code, in the Regents’ voluntary retirement plan, which allows the 
member to purchase a 403(b) contract to supplement the mandatory retirement plan.  These employees, along with 
employees who participate in the KPERS retirement program, may also elect to participate, up to the maximum 
dollar amount permitted by the Internal Revenue Code in the State’s 457 deferred compensation program, to 
supplement their mandatory retirement plan. 
 
The retirement plan for the School for the Blind and the School for the Deaf are also covered by KPERS in the 
401(a) defined benefit plan.  The KPERS employee rate is 4 percent and 7.97 percent employer rate (6.97 percent 
employer and 1 percent death & disability).  
 
 

F. Subsequent Events 

 
Bonds and Notes 

 
Short-term Debt 
 
Certificate of Indebtedness – On July 1, 2010, the Pooled Money Investment Board (PMIB) issued a $700 million 
Certificate of Indebtedness per K.S.A. 75-3725a, subject to redemption not later than June 30, 2011.  See Section 
III-J, Short-term Obligations, for additional information on issuance of a Certificate of Indebtedness.   
 

Accrued Receivables for Ad Valorem Taxes – In July 2010, receivables were posted to the State Treasurer’s 
receivables in the amount of $28.5 million for the Kansas Educational Building Fund and $14.3 million for the State 
Institutions Building Fund per K.S.A. 76-6b11.  See Section III-J, Short-term Obligations, for additional 
information. 
 
Accrued Receivables for Children’s Initiatives Fund – In July 2010, receivables were posted to the State Treasurer’s 
receivables for the Children’s Initiatives Fund in the amount of $29.1 million per Senate Bill No. 572, Section 61(f), 
Session of 2010.  See Section III-J, Short-term Obligations, for additional information. 
 
Accrued Receivables for Economic Development Initiatives Fund – In July 2010, receivables were posted to the 
State Treasurer’s receivables for the Economic Development Initiatives Fund in the amount of $17.9 million per 
Senate Bill No. 572, Section 61(g), Session of 2010. 
 

Accrued Receivables for Correctional Institutions’ Building Fund – In July 2010, receivables were posted to the 
State Treasurer’s receivables for the Correctional Institutions’ Building Fund in the amount of $3.6 million per 
Senate Bill No. 572, Section 61(h), Session of 2010. 
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Accrued Receivables for Kansas Endowment for Youth Fund – In July 2010, receivables were posted to the State 
Treasurer’s receivables for the Kansas Endowment for Youth Fund in the amount of $207.2 thousand per Senate Bill 
No. 572, Section 61(i), Session of 2010.   
 
Accrued Receivables for 27th Payroll – In July 2010, receivables were posted to the State Treasurer’s receivables for 
the 27th Payroll in the amount of $3.8 million per Senate Bill No. 572, Section 61(i), Session of 2010. 
   
Long-term Debt 
 
Revenue Bonds – In July 2010, the KDFA issued Series 2010O-1 and 2 for continued renovation projects for the 
State Capitol and National Guard armories.  The O-1 bond series totaled $3.5 million with interest rates ranging 
from 3.0 to 4.0 percent.  The bonds final maturity is May 1, 2013.  The O-2 bond series (taxable Build America 
Bonds) totaled $39.9 million with interest rates ranging from 2.7 to 6.1 percent.  The bonds final maturity is May 1, 
2030.   
 
Revenue Bonds – In August 2010, the Kansas Department of Transportation issued Series 2010A (taxable Build 
America Bonds) to fund highway projections.  The bonds totaled $325 million with interest rate of 4.6 percent.  The 
bonds final maturity is on September 1, 2035.  

 
Revenue Bonds – In December 2010, the KDFA issued the Kansas Revolving Funds Revenue Bonds Series 
2009SRF-1, 2 and 3 for the Department of Health and Environment.  A portion of these bonds will be used to refund 
$193.2 million in prior bonds.  The bonds totaled $214 million ($60.5 taxable Build America Bonds) with interest 
rates ranging from 1.7 to 5.2 percent.  The bonds final maturity is on March 1, 2025.  

 
Revenue Bonds – In December 2010, the KDFA issued Series 2010U-1and 2 for Kansas State University for energy 
conservation projects.  A portion of these bonds will be used to refund $6.1 million in prior bonds.  The bonds 
totaled $25 million with interest rates ranging from 1.8 to 6.2 percent.  The bonds final maturity is on May 1, 2029. 
  
 
G. Economic Condition 

While the U.S. economy has been growing since the third quarter of calendar year (CY) 2009, the rate of growth has 
slowed somewhat in CY 2010.  Concerns of a double-dip recession nevertheless have waned over the summer, and 
assumptions are that modest growth will continue in the national and state economies in calendar years 2011 and 
2012.  Current forecasts call for nominal Gross Domestic Product to grow by 3.6 percent in CY 2011 and 5.8 
percent in CY 2012 (coming off a 3.4 percent increase in CY 2010); and nominal Kansas Gross State Product to 
grow by 4.1 percent in CY 2011 and 5.8 percent in CY 2012 (after a 4.3 percent increase in CY 2010).  Significant 
uncertainty remains relative to employment in several of the State’s key sectors, including aviation manufacturing, 
though there is some evidence that rural areas of the State may be emerging from the economic downturn faster than 
the nation as a whole as a result of a weak dollar and strong demand for exports.  The Consensus estimates are 
premised on a continued recovery of the State’s economy during the balance of fiscal year (FY) 2011 and slightly 
accelerating growth throughout FY 2012.   
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  Key Economic Indicators  

  (Dollars in Thousands)  

    CY 2010     CY 2011     CY 2012     

  Consumer Price Index for All Urban Consumers            1.6 % 
  

1.6 % 
   

2.4 %   

  Nominal Kansas Gross State Product            4.3 
  

4.1 
   

5.8     

  Nominal Kansas Personal Income:     

  Dollars in Millions $113,993 $117,869 $124,470     

  Percentage Change           3.0 %           3.4 %           5.6 %   

  Nominal Kansas Disposable Income:   

  Dollars in Millions $102,683 $105,250 $109,776   

  Percentage Change           2.0 %           2.5 %           4.3 %   

  
Kansas Unemployment Rate  

           6.7 
  

6.7 
   

6.5   

                    

 
Personal Income 
 
Kansas Personal Income (KPI) in CY 2010 is expected to increase by 3.0 percent above the CY 2009 level (after 
having fallen by 1.4 percent in CY 2009). The forecast calls for KPI to grow by 3.4 percent in CY 2011 and 5.6 
percent in CY 2012.  Overall U.S. Personal Income growth is not expected to differ significantly from the pattern in 
the State, with national estimates currently at 2.5 percent, 3.7 percent, and 5.9 percent for the same three calendar 
years, respectively. 
 
Employment 
 
Data obtained from the Kansas Department of Labor (KDOL) verify that employment has stabilized relative to the 
fall of 2009.  The most recent monthly data show that total non-farm employment from September 2009 to 
September 2010 increased by about 1,000 jobs.  From its peak in April of 2008 to its low point in February of 2010, 
the State lost 75,800 jobs.  Sectors with the heaviest job losses included professional and business services; financial 
activities; and leisure and hospitality. The current average estimates used by KDOL indicate that the overall State 
unemployment rate, which was 4.4 percent in CY 2008 and 6.7 percent in CY 2009, is expected again to be 6.7 
percent in CY 2010 before declining to 6.5 percent in CY 2011.  One positive sign relates to initial unemployment 
claims data, which throughout most of CY 2010 have been well below the same time periods studied for CY 2009. 
The national unemployment rate is expected to remain well above the Kansas rate, with the U.S. rate now expected 
to be 9.5 percent in CY 2010 and 9 percent in CY 2011.  
 
Agriculture 
 
Although net farm income declined in CY 2009, the outlook for both CY 2010 and CY 2011 is considerably brighter 
as a result of higher commodity prices and relatively strong production.  The All Farm Products Index of Prices 
received by Kansas farmers was 155 in September, up from 118 a year earlier.  Wheat, corn, sorghum and soybean 
prices are significantly higher this fall than they were a year ago.  Moreover, improved weather conditions in CY 
2010 have contributed to a more efficient harvest.  Livestock prices also remain higher thus far in CY 2010 than 
they were in CY 2009.  High input prices, especially energy and fertilizer costs, and topsoil moisture deficiencies in 
certain areas of the State do remain as areas of concern for the agricultural sector. 
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Unemployment Benefits 

 

Unemployment payments provided to individuals to replace part of their wages lost as a result of involuntary 
unemployment are expected to be $1,105.9 million for FY 2011. The amount that had been estimated during the 
2010 Legislative Session for unemployment benefits was $1,020.1 million for FY 2011.  Because of the continued 
sluggish economy, KDOL has had an upward revision of unemployment benefit payments from approved levels for 
FY 2011.  However, benefit payments have significantly dropped from FY 2010 levels of $1,381.3 million.  For FY 
2012, the agency estimates that benefit payments will drop to $491.8 million, which shows that more Kansans are 
finding jobs and the economy is improving. 
 

School Finance 

 

Discussion of State aid to the school districts was dominated by litigation filed in 1999 by two school districts and 
approximately three dozen students.  They filed suit in Shawnee County District Court, alleging the financing 
system established by the Legislature does not meet the Kansas Constitution’s requirement that the Legislature 
“make suitable provision for finance of the educational interests of the State,” violating the students’ due process 
rights (Montoy v. State).  The case progressed from the district court to the State’s Supreme Court.  In response to 
various court opinions, the 2005 and 2006 Legislatures enacted legislation to alter the State’s school finance formula 
and hundreds of millions of additional State aid was appropriated in fiscal years 2006, 2007 and 2008.  Financial 
difficulties beginning with FY 2009, however, compelled State aid to be lowered to bring the State’s budget into 
balance.  These cuts to State aid have prompted local officials to file suit again to reopen the issue and restore the 
budget cuts.  The Supreme Court indicated earlier this year that it would not be willing to reopen the Montoy case, 
and directed the plaintiffs to return to district court.  
 
It is not anticipated that any decision from the courts ordering action by the Legislature on the subject of school 
finance would be rendered within this fiscal year.  It is possible that the 2011 Legislature may have to address the 
issue of school finance as the 2005 and 2006 Legislatures did.  Because the timing of such action will likely 
coincide, as it did previously, with an economic upturn for State tax revenues, it is possible that the Legislature 
could have the option of appropriating additional State aid to schools within available tax resources, depending on 
the size of the restoration.  It should be noted, however, that the increased State sales tax will revert entirely to the 
State Highway Fund, effective with FY 2014, so available resources in the General Fund are not anticipated to grow 
as dramatically as the 2004-2007 timeframe. 
 

Management Policies 

 

The General Fund accounts for nearly one half of all budgeted State spending.  Various types of special revenue 
funds dedicated for specific purposes account for the remainder. 
 

Since the General Fund revenue sources (income, sales, and other taxes) have a direct relationship with the Kansas 
economy it also can serve as a barometer of the economic conditions across Kansas.  Both the executive and 
legislative branches of state government play significant roles in maintaining fiscal controls over the State’s budget, 
the General Fund, and overall State spending through the State’s budgeting and appropriation processes. 
 
Steps have been taken to ensure that the General Fund does not drop below zero.  From a cashflow standpoint, tax 
refunds, school aid payments and other payments have been temporarily delayed from time to time.  However, at no 
time has any debt service payment been delayed.  No Medicaid provider payments have been slowed to ensure 
federal rules on timely reimbursement are followed.  Payrolls have been met in a timely manner in every instance as 
well.  The Division of the Budget monitors payment schedules and available cash on a daily basis to ensure 
necessary payments can be made. 
 
On a budgetary basis, General Fund spending has been drastically reduced over the past three years to bring 
spending in line with available resources.  In making these reductions, State assistance to individuals, State aid to 
local governments, and aid to school districts have all been greatly affected.  For agency operations, no statewide 
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furlough or mandatory salary cuts have been imposed.  Agencies have been directed to manage their way through 
the cuts to ensure that staffing essential positions is at the necessary functioning levels (such as at the correctional 
facilities and state hospitals). 
 
Operating Policies 

 

The State of Kansas observes the following financial policies to manage its fiscal affairs responsibly.  The State, 
through performance budgeting principles, allocates available public resources in keeping with the goals and 
objectives of State agencies as embodied in their strategic plans. 
 
The State emphasizes the preservation of existing capital facilities over the construction of new ones.  A major 
portion of the Educational Building Fund for universities, Correctional Institutions Building Fund for correctional 
facilities, and State Institutions Building Fund for hospitals and juvenile correctional facilities is dedicated to 
rehabilitation and repair. 
 

Revenue Policies 

 

The State maximizes the use of fee funds, federal funds, and other special revenues to preserve the integrity of the 
General Fund and ensure budgetary flexibility. 
 
The State uses consensus revenue estimates developed by executive and legislative professional staff as well as 
university economist consultants as the basis for budgetary decisionmaking. 
 
The State collects taxes, penalties and interest, and other revenues.  Internally, State collection units make multiple 
efforts to collect amounts due the State by using administrative procedures and liens against property.  Persistent 
delinquencies are pursued through legal proceedings and, after exhausting all remedies, may be referred to a private 
collection agency. 
 

Cash Management Policies 

 

On a daily basis, the State monitors receipts into, and expenditures out of, the State treasury.  Ensuring the State has 
adequate resources at the time obligations occur is the primary goal.  Certificates of indebtedness are the first tool 
used to meet this goal.  Managing the timing of expenditures is a secondary tool. 
 
The State invests idle funds to match these anticipated cashflow needs by using commercial paper, repurchase 
agreements, government securities and collateralized bank deposits to provide safety, liquidity, and yield in that 
order. 
 
Debt Service Policies 

 

The State incurs debt through the issuance of revenue bonds mainly to finance capital improvements, equipment, 
certain grant programs, and reducing the unfunded liability of the KPERS Fund.  The use of debt financing for 
operating expenses in State government is limited. 
 
The constitution allows for the issuance of general obligation bonds subject to certain restrictions.  However, the 
State has not exercised this authority for many years. 
 
The most recent issuer credit ratings for the State are AA+ by Standard and Poor’s and Aa1 by Moody’s 
Corporation.  These ratings indicate that the State has a strong capacity to meet its financial commitments and reflect 
the following credit factors:  a relatively diverse economic base, conservative fiscal management, and a low debt 
burden.  
 



State of Kansas 
Notes to the Financial Statements 

June 30, 2010 
 

IV. Other Information 

 

 110 
 

Governor’s Budget Report 

 

The Governor, by KSA 75-3721, must present spending recommendations to the Legislature.  The Governor’s 
Budget Report reflects expenditures for both the current and upcoming fiscal years and identifies the sources of 
financing for them.   
 
The Legislature uses The Governor’s Budget Report as a guide as it appropriates the money necessary for State 
agencies to operate.  Only the Legislature can authorize expenditures by the State.  The Governor recommends 
spending levels, while the Legislature chooses whether to accept or modify those recommendations.  The Governor 
may veto legislative appropriations, although the Legislature may override any veto by a two-thirds majority vote. 
 
Financing of State Spending 

 
Frequent reference is made to General Fund expenditures and expenditures from all funding sources.  Expenditures 
from all funding sources include both General Fund expenditures and expenditures from special revenue funds.  All 
money spent by the State must first be appropriated by the Legislature, either from the General Fund or from special 
revenue funds. 
 
The General Fund receives the most attention in the budget because it is the largest source of the “uncommitted” 
revenue available to the State.  It is also the fund to which most general tax receipts are credited.  The Legislature 
may spend General Fund dollars for any governmental purpose.  Special revenue funds, by contrast, are dedicated to 
a specific purpose. 
 

Revenue Estimates 

 
The tool used by both the Governor and the Legislature to determine General Fund revenue is the “consensus 
revenue estimate” prepared by the Consensus Revenue Estimating Group.  The consensus revenue estimate is 
important because both the Governor and the Legislature base their budget decisions on it.  The estimate is 
categorized by major source and covers a two-year period:  the current year and the budget year.  In addition, KSA 
75-6701 requires that the Director of the Budget and the Director of the Legislative Research Department certify a 
joint estimate of General Fund resources to the Legislature.  The revenue estimating process is the source of that 
estimate. 
 
The Consensus Revenue Estimating Group is composed of representatives of the Division of the Budget, the 
Department of Revenue, the Legislative Research Department, and one consulting economist each from the 
University of Kansas, Kansas State University, and Wichita State University.  The Director of the Budget serves as 
unofficial chairperson. 
 
The Consensus Revenue Estimating Group meets each spring and fall.  Before December 4 (typically in November) 
of each year, the group makes its initial estimate for the budget year and revises its estimate for the current year.  
The results are reported to the Governor, Legislature, and public in a joint memorandum from the Director of 
Legislative Research and the Director of the Budget.  The group meets again before April 20 to review the fall 
estimate and additional data.  The group then publishes a revised estimate which the Legislature may use in 
adjusting expenditures, if necessary. 
 
The consensus revenue estimate is the official revenue projection for the General Fund.  Estimates of revenues to 
other funds are prepared by individual State agencies, reviewed by the Division of the Budget, and included in The 
Governor’s Budget Report.  The General Fund consensus revenue estimate for FY 2012 is $5.8 billion, which is 
subject to revision in April 2011. 
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Budget Balancing Mechanisms 

 
This term refers to KSA 75-6701 to 75-6704.  The “spending lid” statute requires The Governor’s Budget Report 
and actions of the Legislature to comply with its provisions.  An “Omnibus Reconciliation Spending Limit Bill” 
must be the last appropriation bill passed by the Legislature.  The purpose of the bill is to reconcile General Fund 
expenditures and revenues by reducing expenditures, if necessary, to meet the provisions of the “spending lid.” 
 
The final provision of the “spending lid” act allows the Governor to reduce General Fund expenditures in the current 
fiscal year, when the Legislature is not in session, by an amount not to exceed that necessary to retain an ending 
balance in the General Fund of $100.0 million.  The Governor must make the reductions “across the board” by 
reducing each line item of expenditure by a fixed percentage.  The only exceptions are debt service obligations, 
State retirement contributions for school employees, and transfers to the School District Capital Improvements 
Fund.  The reductions must be approved by the State Finance Council. 
 
In addition to the “spending lid” act, the Governor has the authority under a statutory allotment system to limit 
expenditures of the General Fund and special revenue funds when it appears that available moneys are not sufficient 
to satisfy expenditure obligations.  This authority applies to agencies of the Executive Branch but not the Legislature 
or the Judiciary.  Allotments can be made on a case-by-case basis and do not have to be across the board.  Agencies 
have the right to appeal any allotment amount and the Governor makes the final determination.   
 
Prior to FY 2003, the allotment system had not been used for 30 years; however, the Governor imposed two rounds 
of allotments that year.  In FY 2009, the Governor imposed two allotments as well of a limited scope.  The current 
Governor imposed two comprehensive allotments for FY 2010 to bring General Fund expenditures in balance with 
anticipated revenues.  It is not anticipated that any allotment will be required in FY 2011. 
 
KPERS Unfunded Actuarial Liability 

 

KPERS most recent actuarial valuation shows a $602.2 million decrease in the unfunded actuarial liability (UAL), 
increasing the funded ratio to 64 percent.  This means that KPERS does not have enough assets to provide all the 
benefits already earned by members and to pay off the UAL in the adopted amortization period ending in 2033.   
 
At this time, GASB does not require unfunded pension actuarial liabilities to be recorded in the financial statements, 
therefore they are not included in the statement amounts, however the State group portion of KPERS unfunded 
liability is $806 million.  If the State were to record it’s unfunded liability amount, the net assets in governmental 
funds would decrease by $804.5 million and the business-type funds would decrease by $1.5 million as shown 
below: 

Governmental Business-Type

Activities Activities

Net assets as reported in the 

Government-wide statements $ 9,966,548                 $ 560,932                    

KPERS unfunded liability (804,508)                   (1,492)                      

Total $ 9,162,040                 $ 559,440                    

 
Economic Summary 

 

The State of Kansas, like many states, has experienced significant economic challenges over recent years. Despite 
tremendous financial challenges with the most recent global and national economic downturns, the State of Kansas 
continues to uphold its fiduciary responsibility to Kansas citizens to provide for public services in a fiscally 
responsible manner through the prudent use of taxing and borrowing authorities, the legislative appropriation 
process and controls over State spending, consensus revenue estimating, the executive branch budgeting process, 
and budget balancing mechanisms.  By doing so it has managed its way through and ensured its finances remain in 
good standing.  
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Budgetary information 

 
Annual budgets are adopted on a cash basis with encumbrance modifications for all governmental funds.  
Appropriations may be re-appropriated if the balance is greater than $100, or lapsed at fiscal year end. 
 
On or before October 1, agencies are required to submit annual or biennial budget estimates for the next fiscal year to 
the Division of Budget.  These estimates are used in preparing the Governor’s budget report.  On or before the eighth 
calendar day of each regular legislative session, the Governor is required to submit the budget report to the Legislature. 
However, in the case of the regular legislative session immediately following the election of a governor who was 
elected to the Office of Governor for the first time, that governor must submit the budget report to the legislature on or 
before the 21st calendar day of that regular session.  
 
The State maintains budgetary restrictions and controls, imposed through annual appropriations and limitations, 
approved by the Legislature.  Agency, fund, and budget unit usually establish the level of budgetary control in the 
central accounting system.  Budgetary control is maintained by mechanisms in the accounting system that prevent 
expenditures and firm encumbrances in excess of appropriations or limitations and/or available cash. Encumbrances are 
reported as expenditures for budgetary purposes and as reserved fund balances in the governmental financial statements 
in this report.  The legal level of budgetary control (i.e., the level at which expenditures may not legally exceed 
appropriations) is the budget unit level. The supplemental budgetary appropriations made in the General Fund were not 
material.  Due to the volume of data, the detailed budget information at the budget unit level is not presented here. 
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Schedule of Revenue, Expenditures, and

Changes in Fund Balances - Budget and Actual

General Fund

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)  
 

Actual Variance with

Amounts Final Budget - 

Budgetary Over

Original Final Basis (Under)

Revenues and other financing sources:

Property tax  $     28,000  $     24,000  $     24,997  $             997 

Income and inheritance tax    3,015,000    2,789,000    2,668,059        (120,941)

State sales tax    1,695,000    1,640,000    1,652,037            12,037 

Consumer's and retailer's compensating use tax       220,000       205,000       205,540                 540 

Tobacco and liquor taxes       195,200       191,200       189,880            (1,320)

Severance taxes         73,500         84,000         81,870            (2,130)

Insurance premiums taxes       117,300       118,800       120,375              1,575 

Other taxes         24,000         35,800         37,679              1,879 

Investment earnings         24,000         23,000           8,524          (14,476)

Transfers        (11,230)       127,731         94,859          (32,872)

Charges for services, other revenues and financing sources                  0         52,500         58,797              6,297 

Total revenues and other financing sources    5,380,770    5,291,031    5,142,617        (148,414)

 

Expenditures and other financing uses:  

Current:

General government       628,037       608,507       606,946              1,561 

Human resources       808,873       768,807       767,000              1,807 

Education    3,726,630    3,612,724    3,478,724          134,000 

Public safety       376,417       366,254       365,323                 931 

Agriculture and natural resources         20,738         19,270         19,142                 128 

Health and environment         31,565         31,086         30,909                 177 

Total expenditures and other financing uses    5,592,260    5,406,648    5,268,044          138,604 

 

Excess of revenues and other financing sources over (under)  

expenditures and other financing uses     (211,490)     (115,617)     (125,427)  $        (9,810)

Fund balances, beginning of year       149,441         44,726       104,039 

Fund balances, end of year  $    (62,049)  $    (70,891)  $    (21,388)

Budgeted Amounts
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Reconciliation of the Schedule of Revenues, Expenditures, and Changes in 

Fund Balances - Budget to Actual with the Statement of Revenues, Expenditures,

and Changes in Fund Balances - Governmental Funds for the General Fund

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

General Fund

 

Excess of revenues and other financing sources over (under)

expenditures and other financing uses - budgetary basis  $           (125,427)

Current year encumbrances are reported as expenditures

for budgetary reporting purposes                 30,009 

Expenditures on prior year encumbrances are not reported

for budgetary reporting purposes               582,061 

Budgetary expenditures and transfers to other state funds have 

been adjusted to GAAP basis            (1,161,554)

Budgetary basis revenues and transfers from other state funds

have been adjusted to GAAP basis 603,285

Changes in Fund Balance as reported on the Statement

of Revenue, Expenditures, and Changes in Fund Balance $             (71,626)
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Schedule of Revenues, Expenditures and 

Changes in Fund Balances - Budget and Actual

  Transportation Fund

For the Year Ended June 30, 2010

(expressed in thousands)

Actual Variance with

Amounts Final Budget - 

Budgetary Over

Final Basis (Under)

Revenues:

  Motor fuel taxes $ 292,355 $ 292,355 $ 279,465 $ (12,890)
  Vehicle registrations and permits 170,756 170,756 175,618 4,862

  Intergovernmental 401,834 401,834 494,164 92,330

  Sales and use taxes 267,825 267,825 259,581 (8,244)

  Investment earnings 10,158 10,158 8,011 (2,147)

  Other 4,991 4,991 12,596 7,605

  Transfers from other state funds 3,196 3,196 2,058 (1,138)

     Total revenues 1,151,115 1,151,115 1,231,493 80,378

Expenditures, with legal limits:

  Current operating:

    Maintenance 141,411 134,389 132,866 1,523

    Construction 56,843 55,228 53,239 1,989

    Local support 8,122 8,052 7,001 1,051

    Management 62,276 55,770 53,762 2,008

  Capital improvements 13,857 8,697 8,874 (177)

  Transfers to other state funds 108,836 253,608 253,648 (40)

    Expenditures with legal limits 391,345 515,744 509,390 6,354

Expenditures, without legal limits:

  Current operating:

    Maintenance 170,988 123,850 118,106 5,744

    Local support 17,292 22,452 14,924 7,528

    Management 5,328 5,328 901 4,427

  Capital improvements 594,137 497,996 408,080 89,916

  Transfers to other state funds 2,087 2,087 1,797 290

    Expenditures without legal limits 789,832 651,713 543,808 107,905

      Total expenditures 1,181,177 1,167,457 1,053,198 114,259

      Excess (deficiency) of revenues

        over expenditures (30,062) (16,342) 178,295 194,637

Other financing sources (uses):

  Transfers-in 8,602 0 6 6

  Transfers-out (174,356) (181,965) (182,118) (153)

    Total other financing sources (uses) (165,754) (181,965) (182,112) (147)

    Excess (deficiency) of revenues and other 

      sources over expenditures and other uses $ (195,816) $ (198,307) $ (3,817) $ 194,490

Budgeted Amounts

Original
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Reconciliation of the Schedule of Revenues, Expenditures, and Changes in 

Fund Balances - Budget to Actual with the Statement of Revenues, Expenditures,

and Changes in Fund Balances - Governmental Funds for the Transportation Fund

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

 
Transportation Fund

Excess of revenues and other financing sources over (under)

expenditures and other financing uses - budgetary basis $ (3,817)

Budgetary basis revenues and transfers from other state funds have been

adjusted to GAAP basis (4,751)

Current year encumbrances are reported as 

expenditures for budgetary reporting purposes 374,683

Expenditures on prior year encumbrances are not

reported for budgetary reporting (525,300)                 

Budgetary expenditures and transfers to other state funds have been adjusted 

to GAAP basis (46,815)

Changes in Fund Balance as reported on the Statement

of Revenue, Expenditures, and Changes in Fund Balance $ (206,000)
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Schedule of Revenue, Expenditures, and

Changes in Fund Balances - Budget and Actual

  Health Policy Authority

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

 
 

Actual Variance with

Amounts Final Budget - 

Budgetary Over

Original Final Basis (Under)

Revenues and O ther Financing Sources:

Operating grants  $1,821,627  $1,821,627  $1,828,635  $          7,008 

Investment earnings              310              317              210               (107)

Transfers      (892,156)      (892,156)      (895,067)            (2,911)

Charges for services, other revenues & financing sources       145,362       161,245       171,225              9,980 

Total revenues and other financing sources    1,075,143    1,091,033    1,105,003            13,970 

 

Expenditures and O ther Financing Uses:  

Current:

Human resources    1,207,095    1,205,541    1,119,444            86,097 

Total expenditures and other financing uses    1,207,095    1,205,541    1,119,444            86,097 

Excess of revenues and other financing sources over

(under) expenditures and other financing uses $  (131,952) $  (114,508) $    (14,441)  $      100,067 

Budgeted Amounts
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Reconciliation of the Schedule of Revenues, Expenditures, and Changes in 

Fund Balances - Budget to Actual with the Statement of Revenues, Expenditures,

and Changes in Fund Balances - Governmental Funds for the

  Health Policy Authority

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

Health Policy 

Authority

Excess of revenues and other financing sources over (under)

expenditures and other fianancing uses - budgetary basis $         (14,441)

Current year encumbrances are reported as expenditures

for budgetary reporting purposes

            5,581 

Expenditures on prior year encumbrances are not reported

for budgetary reporting purposes             5,606 

Budgetary expenditures and transfers to other state funds have

been adjusted to GAAP basis           (2,769)

Budgetary basis revenues and transfers from other state funds have

been adjusted to GAAP basis           (1,147)

Changes in Fund Balance as reported on the Statement

of Revenue, Expenditures, and Changes in Fund Balance $          (7,170)
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Support of Modified Approach for 

Kansas Department of Transportation Infrastructure Reporting 
 
Roadways 

 
The highways in the State are made up of two systems: interstate highways and non-interstate highways.  
The condition of these systems is assessed annually using a pavement management system that measures 
the condition of the pavement surface to classify the roads into the following three performance levels: 
 
PL-1  Roadway surface is in good condition and needs only routine or light preventative maintenance. 
PL-2  Roadway surface needs at least routine maintenance. 
PL-3  Roadway surface is in poor condition and needs significant work. 
 
While KDOT has goals to maintain these systems at higher levels, minimum acceptable condition levels 
have been defined as having at least 80 percent of the interstate miles in PL-1 and at least 75 percent of the 
non-interstate miles in PL-1.  The following table compares the minimum acceptable condition level with 
the actual condition for the current and prior years. 
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Minimum Minimum

Acceptable Actual Acceptable Actual

Condition Condition Condition Condition

Fiscal Year Level* Level* Level* Level*

2008 80% 96% 75% 85%

2009 80% 97% 75% 86%

2010 80% 97% 75% 86%

*Percent of miles in PL-1

Interstate Miles Non-interstate Miles

 
 
 
KDOT’s goal is to continually improve the condition of the State highway system.  To achieve this goal it 
is necessary to perform maintenance activities and replace those assets that can no longer be economically 
maintained. To maintain the interstate highways at or above the stated minimum condition level it is 
estimated that annual preservation and replacement expenditures must exceed $110 million annually.  To 
maintain the non-interstate highways at or above the stated minimum condition level it is estimated that 
annual preservation and replacement expenditures must exceed $260 million.  The following table 
compares the estimated expenditures needed to maintain the system at a minimum acceptable condition 
level with actual amounts spent for the current and prior years (expressed in thousands). 
 

Minimum Minimum

Acceptable Acceptable

Condition Actual Condition Actual

Fiscal Year Level Expenses Level Expenses

2006 110,000         115,820$       260,000         380,988$     

2007 110,000         62,935           260,000         384,627       

2008 110,000         68,654           260,000         363,582       

2009 110,000         67,603           260,000         392,237       

2010 110,000         54,807           260,000         335,108       

Interstate Highways Non-interstate Highways

KDOT is in the process of reviewing and updating the methodology used in estimating required funding 
and related asset allocation to appropriately maintain its infrastructure assets. 
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Bridges 
 
The condition of the bridge system in the state is assessed annually using the Pontis Bridge Management 
System.  This system evaluates the condition of several elements (decks, girders, floor beams, columns, 
etc.) within each bridge using a rating scale of 1 to 5.  These element ratings are weighted and aggregated 
to establish a health index of 0 to 100 for each bridge which, in turn, are aggregated to establish a health 
index for the entire system. 
 
The goal of KDOT is to maintain the bridge system at a higher level, but has defined an overall statewide 
health index of 80 as the minimum acceptable condition level.  This table compares the minimum 
acceptable health index with the actual health index for the current and prior years. 
 

 
 

Fiscal Year 

 
 

 

Minimum 
Acceptable  
Health Index 

 
 

 

 
Actual 

Health Index 

2008  80  94 
2009  80  94 
2010  80  94 

 
KDOT’s goal is to continually improve the condition of the State’s bridge system.  To achieve this goal it is 
necessary to perform maintenance activities and to replace those bridges that can no longer be 
economically maintained.  To maintain the State’s bridges at or above the stated minimum acceptable 
health index it is estimated that annual preservation and replacement expenditures must be approximately 
$75 million.  The following table compares the estimated annual expenditures needed to maintain the 
bridges system with the actual expenditures for the current and prior years (expressed in thousands). 
 

Fiscal 
Year   

Minimum 
Acceptable 
Health Index   

Actual 
Expenses 

2006  $ 75,000  $ 90,908 

2007   75,000   76,536 

2008   75,000   72,941 

2009   75,000   50,992 

2010   75,000   29,219 
 
KDOT is in the process of reviewing and updating the methodology used in estimating required funding 
and related asset allocation to appropriately maintain its infrastructure assets. 
 
 

OPEB Schedule of Funding Progress 

(expressed in thousands) 
 

Actuarial Value of Liability Unfunded Funded Covered

Valuation Assets (AAL) AAL Ratio Payroll

Date ( a ) ( b ) ( b-a ) ( a/b ) ( c )

6/30/2008 $0 316,640$     316,640$     0% 1,969,392$   

6/30/2009 0 236,910       236,910       0% 2,033,724     

6/30/2010 0 278,394       222,806       0% 2,023,243     
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Listing of Non-Major Governmental Funds 

 

 

Special Revenue Funds 
 
Special revenue funds are used to account for specific revenues that are legally restricted to expenditure for 
particular purposes: 
 
State Regulatory Boards and Commissions 
Correctional Facilities 
Tobacco Settlement for Children's Initiatives 
Social and Rehabilitation Services 
Adjutant General 
Aging 
Agriculture 
Attorney General 
Administration 
Health and Environment 
Highway Patrol 
Historical Society 
Labor 
Commerce 
Insurance 
Judicial 
State Library 
Revenue 
Education 
Secretary of State 
State Treasurer 
Wildlife and Parks 
Executive 
Legislative 
Transportation Special Revenue 
State Water Plan 
Peace Officer Training 
 

Capital Projects Funds 
 
Capital projects funds are used to account for the acquisition and construction of major capital facilities other than 
those financed by proprietary funds and trust funds: 
 
State Buildings (Appropriated) 
Capitol Complex Buildings 
Master Lease Program 
Corrections 
State Library 
Pooled Funds 
Armories 
Public Broadcasting Digital 
Vital Statistics Project 
Highway Patrol 
Labor 
Social and Rehabilitation Services 
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Debt Service Funds 
 
Debt service funds are used to account for the accumulation of resources for, and the payment of, general long-term 
debt principle and interest: 
 
Bond and Interest 
Highway Debt Service 
STAR bond liability fund for GAAP purposes 
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Combining Balance Sheet - Nonmajor Governmental Funds

June 30, 2010

(expressed in thousands)
Special Revenue Funds

State Tobacco Social

Regulatory Settlement and

Boards and Correctional for Children's Rehabili-

Commissions Facilities Initative tation Services

ASSETS

Cash and cash equivalents 46,742$         6,983$           9,555$           55,808$             

Investments 0                    0                    0                    0                        

Receivables, net 0                    681                0                    103,919             

Due from other funds 0                    0                    0                    0                        

Advances to other funds 0                    0                    0                    0                        

Restricted cash and cash equivalents 0                    133                0                    0                        

Total assets 46,742$        7,797$          9,555$           159,727$          

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other liabilities 5,208$           4,330$           2,728$           112,058$           

Due to other funds 0                    38                  0                    188                    

Deferred revenue 0                    0                    0                    38                      

Advances from other funds 0                    154                0                    1,596                 

Total liabilities 5,208             4,522             2,728             113,880             

Fund balances:

Reserved for debt service 0                    133                0                    0                        

Reserved for encumbrances 5,013             941                10,322           24,426               

Reserved for advances to other funds 0                    0                    0                    0                        

Unreserved 36,521           2,201             (3,495)            21,421               

Total fund balances 41,534           3,275             6,827             45,847               

Total liabilities and fund balances 46,742$        7,797$          9,555$           159,727$          
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Combining Balance Sheet - Nonmajor Governmental Funds - Continued

June 30, 2010

(expressed in thousands)
Special Revenue Funds

Adjutant Attorney

General Aging Agriculture General

ASSETS

Cash and cash equivalents 8,820$           3,762$           5,265$           17,245$         

Investments 0                    0                    0                    0                    

Receivables, net 0                    49,597           0                    0                    

Due from other funds 0                    0                    0                    0                    

Advances to other funds 0                    0                    0                    0                    

Restricted cash and cash equivalents 0                    0                    0                    0                    

Total assets 8,820$          53,359$        5,265$           17,245$        

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other liabilities 9,177$           50,818$         613$              2,542$           

Due to other funds 0                    0                    0                    0                    

Deferred revenue 0                    0                    0                    0                    

Advances from other funds 0                    0                    0                    0                    

Total liabilities 9,177             50,818           613                2,542             

Fund balances:

Reserved for debt service 0                    0                    0                    0                    

Reserved for encumbrances 8,727             869                2,372             1,352             

Reserved for advances to other funds 0                    0                    0                    0                    

Unreserved (9,084)            1,672             2,280             13,351           

Total fund balances (357)               2,541             4,652             14,703           

Total liabilities and fund balances 8,820$          53,359$        5,265$           17,245$        
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Combining Balance Sheet - Nonmajor Governmental Funds - Continued

June 30, 2010

(expressed in thousands)
Special Revenue Funds

Health and Highway Historical

Administration Environment Patrol Society

ASSETS

Cash and cash equivalents 27,013$         65,808$         15,067$         5,219$           

Investments 0                    0                    0                    0                    

Receivables, net 0                    217                0                    0                    

Due from other funds 0                    0                    0                    0                    

Advances to other funds 0                    0                    0                    0                    

Restricted cash and cash equivalents 4                    0                    0                    0                    

Total assets 27,017$        66,025$        15,067$         5,219$          

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other liabilities 2,292$           11,029$         4,042$           347$              

Due to other funds 0                    134                533                0                    

Deferred revenue 0                    32                  0                    0                    

Advances from other funds 0                    341                0                    0                    

Total liabilities 2,292             11,536           4,575             347                

Fund balances:

Reserved for debt service 4                    0                    0                    0                    

Reserved for encumbrances 14,041           33,542           464                2,685             

Reserved for advances to other funds 0                    0                    0                    0                    

Unreserved 10,680           20,947           10,028           2,187             

Total fund balances 24,725           54,489           10,492           4,872             

Total liabilities and fund balances 27,017$        66,025$        15,067$         5,219$          
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Combining Balance Sheet - Nonmajor Governmental Funds - Continued

June 30, 2010

(expressed in thousands)
Special Revenue Funds

Labor Commerce Insurance Judicial

ASSETS

Cash and cash equivalents 7,156$           130,463$       18,172$         12,433$         

Investments 0                    9,506             0                    0                    

Receivables, net 0                    8,567             0                    0                    

Due from other funds 0                    0                    0                    0                    

Advances to other funds 0                    0                    0                    0                    

Restricted cash and cash equivalents 0                    111                0                    0                    

Total assets 7,156$          148,647$      18,172$         12,433$        

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other liabilities 3,576$           3,782$           1,343$           1,903$           

Due to other funds 100                0                    83                  0                    

Deferred revenue 0                    0                    0                    0                    

Advances from other funds 118                0                    415                0                    

Total liabilities 3,794             3,782             1,841             1,903             

Fund balances:

Reserved for debt service 0                    0                    0                    0                    

Reserved for encumbrances 7,962             17,949           207                33                  

Reserved for advances to other funds 0                    0                    0                    0                    

Unreserved (4,600)            126,916         16,124           10,497           

Total fund balances 3,362             144,865         16,331           10,530           

Total liabilities and fund balances 7,156$          148,647$      18,172$         12,433$        
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Combining Balance Sheet - Nonmajor Governmental Funds - Continued

June 30, 2010

(expressed in thousands)
Special Revenue Funds

Secretary

State of

Library Revenue Education State

ASSETS

Cash and cash equivalents 300$              21,687$         10,297$         14,877$         

Investments 0                    0                    0                    0                    

Receivables, net 0                    14                  0                    0                    

Due from other funds 0                    0                    0                    0                    

Advances to other funds 0                    0                    0                    0                    

Restricted cash and cash equivalents 0                    0                    0                    0                    

Total assets 300$             21,701$        10,297$         14,877$        

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other liabilities 25$                3,351$           1,398$           1,349$           

Due to other funds 0                    0                    0                    0                    

Deferred revenue 0                    0                    0                    0                    

Advances from other funds 0                    0                    0                    0                    

Total liabilities 25                  3,351             1,398             1,349             

Fund balances:

Reserved for debt service 0                    0                    0                    0                    

Reserved for encumbrances 0                    3,259             1,607             3,037             

Reserved for advances to other funds 0                    0                    0                    0                    

Unreserved 275                15,091           7,292             10,491           

Total fund balances 275                18,350           8,899             13,528           

Total liabilities and fund balances 300$             21,701$        10,297$         14,877$        
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Combining Balance Sheet - Nonmajor Governmental Funds - Continued

June 30, 2010

(expressed in thousands)
Special Revenue Funds

State Wildlife

Treasurer and Parks Executive Legislative

ASSETS

Cash and cash equivalents 2,378$           31,359$         8,322$           76$                

Investments 0                    0                    0                    0                    

Receivables, net 0                    0                    0                    0                    

Due from other funds 15,000           0                    0                    0                    

Advances to other funds 57,516           0                    0                    0                    

Restricted cash and cash equivalents 0                    1,681             0                    0                    

Total assets 74,894$        33,040$        8,322$           76$               

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other liabilities 72,891$         3,896$           103$              0$                  

Due to other funds 0                    0                    0                    0                    

Deferred revenue 0                    0                    0                    0                    

Advances from other funds 0                    0                    0                    0                    

Total liabilities 72,891           3,896             103                0                    

Fund balances:

Reserved for debt service 0                    1,681             0                    0                    

Reserved for encumbrances 12                  2,997             0                    0                    

Reserved for advances to other funds 57,516           0                    0                    0                    

Unreserved (55,525)          24,466           8,219             76                  

Total fund balances 2,003             29,144           8,219             76                  

Total liabilities and fund balances 74,894$        33,040$        8,322$           76$               
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Combining Balance Sheet - Nonmajor Governmental Funds - Continued

June 30, 2010

(expressed in thousands)

Transportation Peace

Special State Water Officer

Revenue Plan Training

ASSETS

Cash and cash equivalents 25,519$         10,404$         817$              

Investments 0                    0                    0                    

Receivables, net 4,680             2,646             0                    

Due from other funds 0                    0                    0                    

Advances to other funds 0                    0                    0                    

Restricted cash and cash equivalents 0                    0                    0                    

Total assets 30,199$        13,050$        817$             

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other liabilities 1,591$           1,724$           22$                

Due to other funds 0                    0                    0                    

Deferred revenue 0                    1,250             0                    

Advances from other funds 0                    0                    0                    

Total liabilities 1,591             2,974             22                  

Fund balances:

Reserved for debt service 0                    0                    0                    

Reserved for encumbrances 13,841           4,339             2                    

Reserved for advances to other funds 0                    0                    0                    

Unreserved 14,767           5,737             793                

Total fund balances 28,608           10,076           795                

Total liabilities and fund balances 30,199$        13,050$        817$             

Special Revenue Funds
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Combining Balance Sheet - Nonmajor Governmental Funds - Continued

June 30, 2010

(expressed in thousands)
Capital Projects Funds

State Capitol Master

Buildings Complex Lease

(Appropriated) Buildings Program Corrections

ASSETS

Cash and cash equivalents 40,899$            4$                  6,464$           0$                  

Investments 0                       0                    0                    2,019             

Receivables, net 0                       0                    30,852           49                  

Due from other funds 0                       0                    4,711             0                    

Advances to other funds 0                       0                    12,535           0                    

Restricted cash and cash equivalents 0                       299                0                    2,482             

Total assets 40,899$           303$             54,562$         4,550$          

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other liabilities 3,255$              1,938$           1$                  1,017$           

Due to other funds 0                       0                    0                    0                    

Deferred revenue 0                       0                    0                    0                    

Advances from other funds 0                       0                    0                    0                    

Total liabilities 3,255                1,938             1                    1,017             

Fund balances:

Reserved for debt service 0                       173                0                    2,421             

Reserved for encumbrances 6,152                31,029           149                561                

Reserved for advances to other funds 0                       0                    12,535           0                    

Unreserved 31,492              (32,837)          41,877           551                

Total fund balances 37,644              (1,635)            54,561           3,533             

Total liabilities and fund balances 40,899$           303$             54,562$         4,550$          
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Combining Balance Sheet - Nonmajor Governmental Funds - Continued

June 30, 2010

(expressed in thousands)
Capital Projects Funds

Public

State Pooled Broadcasting

Library Funds Armories Digital

ASSETS

Cash and cash equivalents 160$              0$                  113$              12$                

Investments 0                    0                    0                    0                    

Receivables, net 0                    0                    0                    0                    

Due from other funds 0                    0                    0                    0                    

Advances to other funds 0                    0                    0                    0                    

Restricted cash and cash equivalents 0                    2,231             2,708             325                

Total assets 160$             2,231$          2,821$           337$             

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other liabilities 1$                  135$              281$              0$                  

Due to other funds 0                    0                    0                    0                    

Deferred revenue 0                    0                    0                    0                    

Advances from other funds 0                    0                    0                    0                    

Total liabilities 1                    135                281                0                    

Fund balances:

Reserved for debt service 0                    2,231             2,701             325                

Reserved for encumbrances 0                    0                    348                0                    

Reserved for advances to other funds 0                    0                    0                    0                    

Unreserved 159                (135)               (509)               12                  

Total fund balances 159                2,096             2,540             337                

Total liabilities and fund balances 160$             2,231$          2,821$           337$             
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Combining Balance Sheet - Nonmajor Governmental Funds - Continued

June 30, 2010

(expressed in thousands)

Vital Social and

Statistics Highway Rehabilitation

Project Patrol Labor Services

ASSETS

Cash and cash equivalents 0$                        1$                  100$              0$                  

Investments 0                          0                    0                    0                    

Receivables, net 0                          0                    0                    0                    

Due from other funds 0                          0                    0                    0                    

Advances to other funds 0                          0                    0                    0                    

Restricted cash and cash equivalents 1                          0                    80                  12                  

Total assets 1$                       1$                 180$              12$               

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other liabilities 0$                        0$                  0$                  0$                  

Due to other funds 0                          0                    0                    0                    

Deferred revenue 0                          0                    0                    0                    

Advances from other funds 0                          0                    0                    0                    

Total liabilities 0                          0                    0                    0                    

Fund balances:

Reserved for debt service 1                          0                    0                    8                    

Reserved for encumbrances 0                          0                    21                  0                    

Reserved for advances to other funds 0                          0                    0                    0                    

Unreserved 0                          1                    159                4                    

Total fund balances 1                          1                    180                12                  

Total liabilities and fund balances 1$                       1$                 180$              12$               

Capital Projects Funds
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Combining Balance Sheet - Nonmajor Governmental Funds - Concluded

June 30, 2010

(expressed in thousands)

STAR

Highway Bonds Total

Bond and Debt Debt Nonmajor

Interest Service Service Governmental

ASSETS

Cash and cash equivalents 0$                  0$                  0$                  609,300$       

Investments 0                    0                    0                    11,525           

Receivables, net 0                    59                  0                    201,281         

Due from other funds 0                    0                    0                    19,711           

Advances to other funds 0                    0                    0                    70,051           

Restricted cash and cash equivalents 908                98,783           101,926         211,684         

Total assets 908$             98,842$        101,926$      1,123,552$   

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other liabilities 417$              0$                  0$                  309,183$       

Due to other funds 0                    0                    0                    1,076             

Deferred revenue 0                    0                    0                    1,320             

Advances from other funds 0                    0                    0                    2,624             

Total liabilities 417                0                    0                    314,203         

Fund balances:

Reserved for debt service 476                97,363           101,926         209,443         

Reserved for encumbrances 15                  1,479             0                    199,753         

Reserved for advances to other funds 0                    0                    0                    70,051           

Unreserved 0                    0                    0                    330,102         

Total fund balances 491                98,842           101,926         809,349         

Total liabilities and fund balances 908$             98,842$        101,926$      1,123,552$   

Debt Service Funds
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Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances - Nonmajor Governmental Funds 

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)
Special Revenue Funds

State Tobacco

Regulatory Settlement for

Boards and Correctional Children's Social and

Commission Facilities Initiative Rehabilitation

REVENUES

Property tax 0$                  0$                  0$                  0$                  

Income and inheritance tax 0                    0                    0                    0                    

Sales and excise tax 1                    0                    0                    2,703             

Gross receipts tax 5,345             0                    0                    0                    

Charges for services 87,948           13,349           60,476           107,937         

Operating grants 5,001             43,984           0                    802,230         

Capital grants 0                    0                    0                    0                    

Investment earnings 108                20                  363                169                

Other revenues 5,111             2,776             1,357             13,945           

Total revenues 103,514         60,129           62,196           926,984         

EXPENDITURES

Current:

General government 52,967           0                    0                    0                    

Human resources 11,250           0                    38,547           1,467,469      

Education 1,036             0                    12,527           0                    

Public safety 6,129             76,431           8,998             0                    

Agriculture and natural resources 8,820             0                    0                    0                    

Highways and other transportation 0                    0                    0                    0                    

Health and environment 0                    0                    9,327             0                    

Debt service:

Principal 1,833             525                0                    0                    

Interest 1,673             73                  0                    0                    

Total expenditures 83,708           77,029           69,399           1,467,469      

Excess of revenues over (under)

expenditures 19,806           (16,900)          (7,203)            (540,485)        

OTHER FINANCING SOURCES (USES)

Proceeds from sale of debt 0                    0                    0                    0                    

Transfers, net (14,619)          14,474           (14,545)          540,718         

Other financing sources (uses) 0                    0                    0                    0                    

Total other financing sources (uses) (14,619)          14,474           (14,545)          540,718         

Net change in fund balances 5,187             (2,426)            (21,748)          233                

Fund balances, beginning of year 36,347           5,701             28,575           45,614           

Revisions to beginning fund balances 0                    0                    0                    0                    

Fund balances, beginning of year (restated) 36,347           5,701             28,575           45,614           

Fund balances, end of year 41,534$        3,275$          6,827$           45,847$        
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Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances - Nonmajor Governmental Funds - Continued

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)
Special Revenue Funds

Adjutant Attorney

General Aging Agriculture General

REVENUES

Property tax 0$                  0$                  0$                  0$                  

Income and inheritance tax 0                    0                    0                    0                    

Sales and excise tax 0                    0                    0                    0                    

Gross receipts tax 0                    0                    0                    0                    

Charges for services 4                    (1,011)            10,265           14,422           

Operating grants 238,861         18,532           4,031             7,616             

Capital grants 0                    0                    0                    0                    

Investment earnings 1                    0                    7                    11                  

Other revenues 519                65                  562                1,409             

Total revenues 239,385         17,586           14,865           23,458           

EXPENDITURES

Current:

General government 0                    0                    0                    16,321           

Human resources 0                    337,281         0                    0                    

Education 0                    0                    0                    0                    

Public safety 247,928         0                    0                    12,367           

Agriculture and natural resources 0                    0                    14,780           0                    

Highways and other transportation 0                    0                    0                    0                    

Health and environment 0                    0                    0                    0                    

Debt service:

Principal 0                    0                    0                    0                    

Interest 0                    0                    0                    0                    

Total expenditures 247,928         337,281         14,780           28,688           

Excess of revenues over (under)

expenditures (8,543)            (319,695)        85                  (5,230)            

OTHER FINANCING SOURCES (USES)

Proceeds from sale of debt 0                    0                    0                    0                    

Transfers, net 5,244             320,357         466                4,333             

Other financing sources (uses) 0                    0                    0                    0                    

Total other financing sources (uses) 5,244             320,357         466                4,333             

Net change in fund balances (3,299)            662                551                (897)               

Fund balances, beginning of year 2,942             1,879             4,101             15,600           

Revisions to beginning fund balances 0                    0                    0                    0                    

Fund balances, beginning of year (restated) 2,942             1,879             4,101             15,600           

Fund balances, end of year (357)$            2,541$          4,652$           14,703$        
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Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances - Nonmajor Governmental Funds - Continued

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)
Special Revenue Funds

Health and Highway Historical

Administration Environment Patrol Society

REVENUES

Property tax 0$                  0$                  0$                  0$                  

Income and inheritance tax 0                    0                    0                    0                    

Sales and excise tax 0                    690                2,393             875                

Gross receipts tax 0                    935                0                    0                    

Charges for services 10,337           28,496           9,055             1,099             

Operating grants 1,461             125,593         28,455           690                

Capital grants 0                    0                    0                    47                  

Investment earnings 187                481                65                  38                  

Other revenues 15,898           42,928           716                99                  

Total revenues 27,883           199,123         40,684           2,848             

EXPENDITURES

Current:

General government 23,724           0                    0                    0                    

Human resources 0                    0                    0                    0                    

Education 0                    0                    0                    3,404             

Public safety 0                    0                    56,623           0                    

Agriculture and natural resources 0                    0                    0                    0                    

Highways and other transportation 0                    0                    0                    0                    

Health and environment 0                    190,127         0                    0                    

Debt service:

Principal 10,690           0                    0                    0                    

Interest 25,823           0                    0                    0                    

Total expenditures 60,237           190,127         56,623           3,404             

Excess of revenues over (under)

expenditures (32,354)          8,996             (15,939)          (556)               

OTHER FINANCING SOURCES (USES)

Proceeds from sale of debt 0                    0                    0                    0                    

Transfers, net 37,794           (2,639)            15,117           161                

Other financing sources (uses) (2,992)            0                    0                    0                    

Total other financing sources (uses) 34,802           (2,639)            15,117           161                

Net change in fund balances 2,448             6,357             (822)               (395)               

Fund balances, beginning of year 22,277           48,132           11,314           5,267             

Revisions to beginning fund balances 0                    0                    0                    0                    

Fund balances, beginning of year (restated) 22,277           48,132           11,314           5,267             

Fund balances, end of year 24,725$        54,489$        10,492$         4,872$          
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Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances - Nonmajor Governmental Funds - Continued

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)
Special Revenue Funds

Labor Commerce Insurance Judicial

REVENUES

Property tax 0$                  0$                  0$                  0$                  

Income and inheritance tax 0                    15,325           0                    0                    

Sales and excise tax 0                    0                    0                    0                    

Gross receipts tax 0                    30                  11,632           0                    

Charges for services 1,445             5,885             10,988           19,886           

Operating grants 30,535           69,126           0                    669                

Capital grants 0                    0                    0                    0                    

Investment earnings 0                    1,242             0                    39                  

Other revenues 13,434           5,661             550                2,012             

Total revenues 45,414           97,269           23,170           22,606           

EXPENDITURES

Current:

General government 0                    120,988         19,516           23,160           

Human resources 0                    0                    0                    0                    

Education 49,980           2,651             0                    0                    

Public safety 0                    0                    0                    0                    

Agriculture and natural resources 0                    0                    0                    0                    

Highways and other transportation 0                    0                    0                    0                    

Health and environment 0                    0                    0                    0                    

Debt service:

Principal 0                    9,780             0                    0                    

Interest 0                    5,248             0                    0                    

Total expenditures 49,980           138,667         19,516           23,160           

Excess of revenues over (under)

expenditures (4,566)            (41,398)          3,654             (554)               

OTHER FINANCING SOURCES (USES)

Proceeds from sale of debt 0                    59,206           0                    0                    

Transfers, net 4,945             35,959           (424)               892                

Other financing sources (uses) 0                    0                    0                    0                    

Total other financing sources (uses) 4,945             95,165           (424)               892                

Net change in fund balances 379                53,767           3,230             338                

Fund balances, beginning of year 2,983             91,098           13,101           10,192           

Revisions to beginning fund balances 0                    0                    0                    0                    

Fund balances, beginning of year (restated) 2,983             91,098           13,101           10,192           

Fund balances, end of year 3,362$          144,865$      16,331$         10,530$        
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Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances - Governmental Funds - Continued

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)
Special Revenue Funds

Secretary

State of

Library Revenue Education State

Revenues:

Property tax 0$                  0$                  0$                  0$                  

Income and inheritance tax 0                    (18,687)          0                    0                    

Sales and excise tax 0                    18,563           0                    0                    

Gross receipts tax 0                    153                0                    0                    

Charges for services 1                    16,187           3,962             4,244             

Operating grants 1,783             1,236             737,231         1,055             

Capital grants 0                    0                    0                    0                    

Investment earnings 0                    0                    2                    156                

Other revenues 0                    0                    41,639           1                    

Total revenues 1,784             17,452           782,834         5,456             

Expenditures:

Current:

General government 0                    76,434           0                    6,688             

Human resources 0                    0                    0                    0                    

Education 1,565             0                    864,300         0                    

Public safety 0                    0                    0                    0                    

Agriculture and natural resources 0                    0                    0                    0                    

Highways and other transportation 0                    0                    0                    0                    

Health and environment 0                    0                    0                    0                    

Debt service:

Principal 0                    0                    0                    0                    

Interest 0                    0                    0                    0                    

Total expenditures 1,565             76,434           864,300         6,688             

Excess of revenues over (under)

expenditures 219                (58,982)          (81,466)          (1,232)            

Other financing sources (uses):

Proceeds from sale of debt 0                    0                    0                    0                    

Transfers, net 0                    62,988           86,371           (204)               

Other financing sources (uses) 0                    0                    0                    0                    

Total other financing sources (uses) 0                    62,988           86,371           (204)               

Net change in fund balances 219                4,006             4,905             (1,436)            

Fund balances, beginning of year 56                  14,339           3,994             14,964           

Revisions to beginning fund balances 0                    5                    0                    0                    

Fund balances, beginning of year (restated) 56                  14,344           3,994             14,964           

Fund balances, end of year 275$             18,350$        8,899$           13,528$        
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Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances - Nonmajor Governmental Funds - Continued

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)
Special Revenue Funds

Wildlife

State and 

Treasurer Parks Executive Legislative

REVENUES

Property tax 0$                 0$                 0$                  0$                 

Income and inheritance tax 0                  0                  0                   0                   

Sales and excise tax 0                  1,087           0                   0                   

Gross receipts tax 0                  0                  0                   0                   

Charges for services 951              34,186         183               28                 

Operating grants 0                  13,272         14,632          0                   

Capital grants 0                  0                  0                   0                   

Investment earnings 2,958           199              178               0                   

Other revenues 16,949         147              111               40                 

Total revenues 20,858         48,891         15,104          68                 

EXPENDITURES

Current:

General government 18,172         0                  13,477          92                 

Human resources 0                  0                  0                   0                   

Education 0                  0                  0                   0                   

Public safety 0                  0                  0                   0                   

Agriculture and natural resources 0                  49,092         0                   0                   

Highways and other transportation 0                  0                  0                   0                   

Health and environment 0                  0                  0                   0                   

Debt service:

Principal 0                  0                  0                   0                   

Interest 0                  60                0                   0                   

Total expenditures 18,172         49,152         13,477          92                 

Excess of revenues over (under)

expenditures 2,686           (261)             1,627            (24)                

OTHER FINANCING SOURCES (USES)

Proceeds from sale of debt 0                  1,743           0                   0                   

Transfers, net (2,664)          3,846           (7,843)           0                   

Other financing sources (uses) 0                  0                  0                   0                   

Total other financing sources (uses) (2,664)          5,589           (7,843)           0                   

Net change in fund balances 22                5,328           (6,216)           (24)                

Fund balances, beginning of year 1,981           23,816         14,435          100               

Revisions to beginning fund balances 0                  0                  0                   0                   

Fund balances, beginning of year (restated) 1,981           23,816         14,435          100               
Fund balances, end of year 2,003$          29,144$        8,219$           76$               
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Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances - Nonmajor Governmental Funds - Continued

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)
Special Revenue Funds

Transportation Peace

Special State Water Officer

Revenue Plan Training

REVENUES

Property tax 0$                  0$                  0$                  

Income and inheritance tax 0                    0                    0                    

Sales and excise tax 0                    2,737             0                    

Gross receipts tax 0                    0                    0                    

Charges for services 0                    4,533             697                

Operating grants 10,443           0                    0                    

Capital grants 0                    0                    0                    

Investment earnings 244                0                    0                    

Other revenues 1,692             4,543             1                    

Total revenues 12,379           11,813           698                

EXPENDITURES

Current:

General government 0                    0                    0                    

Human resources 0                    0                    0                    

Education 0                    29                  0                    

Public safety 0                    0                    492                

Agriculture and natural resources 0                    16,351           0                    

Highways and other transportation 23,753           0                    0                    

Health and environment 0                    3,007             0                    

Debt service:

Principal 0                    0                    0                    

Interest 0                    0                    0                    

Total expenditures 23,753           19,387           492                

Excess of revenues over (under)

expenditures (11,374)          (7,574)            206                

OTHER FINANCING SOURCES (USES)

Proceeds from sale of debt 0                    0                    0                    

Transfers, net 10,071           1,614             (2)                   

Other financing sources (uses) 0                    0                    0                    

Total other financing sources (uses) 10,071           1,614             (2)                   

Net change in fund balances (1,303)            (5,960)            204                

Fund balances, beginning of year 29,911           16,036           591                

Revisions to beginning fund balances 0                    0                    0                    

Fund balances, beginning of year (restated) 29,911           16,036           591                

Fund balances, end of year 28,608$        10,076$        795$             
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Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances - Nonmajor Governmental Funds - Continued

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

State Capital Master

Buildings Complex Lease State

(Appropriated) Buildings Program Corrections Library

REVENUES

Property tax 49,752$         0$            0$            0$               0$           

Income and inheritance tax 0                    0              0              0                 0             

Sales and excise tax 0                    0              0              0                 0             

Gross receipts tax 0                    0              0              0                 0             

Charges for services 0                    0              0              0                 0             

Operating grants 0                    0              0              0                 241         

Capital grants 0                    0              0              0                 0             

Investment earnings 0                    29            56            94               0             

Other revenues 0                    0              1              0                 1             

Total revenues 49,752           29            57            94               242         

EXPENDITURES

Current:

General government 180                3,349       (184)        0                 0             

Human resources 4,205             0              0              0                 0             

Education 38,213           0              0              0                 95           

Public safety 3,871             0              0              4,225          0             

Agriculture and natural resources 0                    0              0              0                 0             

Highways and other transportation 0                    0              0              0                 0             

Health and environment 0                    0              0              0                 0             

Debt service:

Principal 0                    6,750       9,285       5,305          0             

Interest 0                    7,353       2,112       2,683          0             

Total expenditures 46,469           17,452     11,213     12,213        95           

Excess of revenues over (under)

expenditures 3,283             (17,423)    (11,156)   (12,119)      147         

OTHER FINANCING SOURCES (USES)

Proceeds from sale of debt 0                    0              2,609       0                 0             

Transfers, net (6,751)            67,579     0              8,681          0             

Other financing sources (uses) 0                    (53,829)    0              0                 0             

Total other financing sources (uses) (6,751)            13,750     2,609       8,681          0             

Net change in fund balances (3,468)            (3,673)      (8,547)     (3,438)        147         

Fund balances, beginning of year 41,112           2,038       63,108     6,971          12           

Revisions to beginning fund balances 0                    0              0              0                 0             

Fund balances, beginning of year (restated) 41,112           2,038       63,108     6,971          12           

Fund balances, end of year 37,644$        (1,635)$   54,561$  3,533$        159$      

Capital Projects Funds
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Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances - Nonmajor Governmental Funds - Continued

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)
Capital Projects Funds

Public Vital 

Pooled Broadcasting Statistics

Funds Armories Digital Project

REVENUES

Property tax 0$                  0$                  0$                  0$                  

Income and inheritance tax 0                    0                    0                    0                    

Sales and excise tax 0                    0                    0                    0                    

Gross receipts tax 0                    0                    0                    0                    

Charges for services 0                    0                    0                    0                    

Operating grants 0                    0                    0                    0                    

Capital grants 0                    0                    0                    0                    

Investment earnings 252                41                  4                    2                    

Other revenues 1                    1                    1                    0                    

Total revenues 253                42                  5                    2                    

EXPENDITURES

Current:

General government 47,076           0                    0                    0                    

Human resources 0                    0                    0                    0                    

Education 0                    0                    0                    0                    

Public safety 0                    1,462             0                    0                    

Agriculture and natural resources 0                    0                    0                    0                    

Highways and other transportation 0                    0                    0                    0                    

Health and environment 0                    0                    0                    211                

Debt service:

Principal 650                1,455             325                490                

Interest 3,034             1,139             232                12                  

Total expenditures 50,760           4,056             557                713                

Excess of revenues over (under)

expenditures (50,507)          (4,014)            (552)               (711)               

OTHER FINANCING SOURCES (USES)

Proceeds from sale of debt 172,820         0                    0                    0                    

Transfers, net (120,217)        2,908             2,679             499                

Oher financing sources (uses) 0                    0                    (2,075)            0                    

Total other financing sources (uses) 52,603           2,908             604                499                

Net change in fund balances 2,096             (1,106)            52                  (212)               

Fund balances, beginning of year 0                    3,646             285                213                

Revisions to beginning fund balances 0                    0                    0                    0                    

Fund balances, beginning of year (restated) 0                    3,646             285                213                

Fund balances, end of year 2,096$          2,540$          337$              1$                 
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Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances - Nonmajor Governmental Funds - Continued

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)
Capital Projects Fund

Social and

Highway Rehabilitation

Patrol Labor Services

REVENUES

Property tax 0$                  0$                  0$                  

Income and inheritance tax 0                    0                    0                    

Sales and excise tax 0                  0                   0                   

Gross receipts tax 0                    0                    0                    

Charges for services 0                    0                    0                    

Operating grants 0                    0                    0                    

Capital grants 0                    0                    0                    

Investment earnings 0                    32                  8                    

Other revenues 1                    0                    0                    

Total revenues 1                    32                  8                    

EXPENDITURES

Current:

General government 0                    0                    0                    

Human resources 0                    3,103             1,154             

Education 0                    0                    0                    

Public safety 0                    0                    0                    

Agriculture and natural resources 0                    0                    0                    

Highways and other transportation 0                    0                    0                    

Health and environment 0                    0                    0                    

Debt service:

Principal 240                2,115             3,250             

Interest 131                802                2,508             

Total expenditures 371                6,020             6,912             

Excess of revenues over (under)

expenditures (370)               (5,988)            (6,904)            

OTHER FINANCING SOURCES (USES)

Proceeds from sale of debt 0                    0                    31,847           

Transfers, net 370                2,835             5,736             

Other financing sources (uses) 0                    0                    (31,579)          

Total other financing sources (uses) 370                2,835             6,004             

Net change in fund balances 0                    (3,153)            (900)               

Fund balances, beginning of year 1                    3,333             912                

Revisions to beginning fund balances 0                    0                    0                    

Fund balances, beginning of year (restated) 1                    3,333             912                

Fund balances, end of year 1$                 180$              12$               
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Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances - Nonmajor Governmental Funds - Concluded

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)
Debt Service Funds

STAR

Bond Bonds Total

and Highway Debt Nonmajor

Interest Debt Service Service Governmental

REVENUES

Property tax 0$             0$                  0$               49,752$         

Income and inheritance tax 0               0                    0                 (3,362)            

Sales and excise tax 0             0                  31,865       60,914          

Gross receipts tax 0               0                    0                 18,095           

Charges for services 0               0                    0                 445,553         

Operating grants 0               0                    0                 2,156,677      

Capital grants 0               0                    0                 47                  

Investment earnings 77             807                0                 7,870             

Other revenues 400           0                    0                 172,571         

Total revenues 477           807                31,865        2,908,117      

EXPENDITURES

Current:

General government (11)           0                    15,153        437,102         

Human resources 0               0                    0                 1,912,989      

Education 0               0                    0                 923,820         

Public safety 3,180        0                    0                 421,706         

Agriculture and natural resources 0               0                    0                 89,043           

Highways and other transportation 0               0                    0                 23,753           

Health and environment 0               0                    0                 202,672         

Debt service:

Principal 5,385        85,830           25,630        169,538         

Interest 2,859        78,034           7,424          141,200         

Total expenditures 11,413      163,864         48,207        4,321,823      

Excess of revenues over (under)

expenditures (10,936)    (163,057)        (16,342)       (1,413,706)     

OTHER FINANCING SOURCES (USES)

Proceeds from sale of debt 0               0                    92,615        360,840         

Transfers, net 6,551        363,810         0                 1,437,090      

Other financing sources (uses) 0               (200,000)        (18,284)       (308,759)        

Total other financing sources (uses) 6,551        163,810         74,331        1,489,171      

Net change in fund balances (4,385)      753                57,989        75,465           

Fund balances, beginning of year 4,876        98,089           43,835        733,777         

Revisions to beginning fund balances 0               0                    102             107                

Fund balances, beginning of year (restated) 4,876        98,089           43,937        733,884         

Fund balances, end of year 491$        98,842$        101,926$    809,349$      
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Listing of Non-Major Proprietary Funds 
 
 

Enterprise Funds 
 
Enterprise funds may be used to report any activity for which a fee for goods or services is charged external users.  
Enterprise funds are (1) required for any activity that operates under laws or regulations that its costs be recovered 
with fees and charges, rather than with taxes or similar revenues, (2) required for any activity for which management 
establishes fees, pursuant to its pricing policy, designed to recover its costs of providing services, and (3) required 
for activity that is financed with debt that is secured solely by a pledge of the net revenues from fees and charges of 
the activity: 
 
Workers' Compensation 
Lottery 
Intergovernmental Transfer Program 
Transportation Revolving Fund 
Communication Systems Revolving Fund 
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Combining Statement of Net Assets - Nonmajor Proprietary Funds

June 30, 2010

(expressed in thousands)

Business-Type Activities

Communica-

Intergover- Transporta- tion

Workers mental tion Systems

Compensa- Transfer Revolving Revolving

tion Lottery Program Fund Fund Total

ASSETS

Current assets:

Cash and cash equivalents 5,697$      6,429$        743$             0$                  2,011$        14,880$        

Restricted cash and cash equivalents 0               0                 0                   1,359             2                 1,361            

Receivables, net 0               9,558          0                   8,733             1,992          20,283          

Inventories 0               2,014          0                   0                    0                 2,014            

Total current assets 5,697        18,001        743               10,092           4,005          38,538          

Noncurrent assets:

Investments 0               0                 0                   15,277           0                 15,277          

Receivables, net 0               0                 0                   82,789           14,908        97,697          

Advances to other funds 1,000        0                 0                   0                    0                 1,000            

Capital assets (net of accumulated depreciation) 0               8,332          0                   0                    0                 8,332            

Other noncurrent assets 0               0                 0                   721                78               799               

Total noncurrent assets 1,000        8,332          0                   98,787           14,986        123,105        

Total assets 6,697$      26,333$      743$             108,879$       18,991$      161,643$      

LIABILITIES

Current liabilities:

Accounts payable  and other liabilities 549$         7,636$        0$                 951$              160$           9,296$          

Deferred revenue 0               0                 0                   0                    4,314          4,314            

Due to other funds 0               4,568          0                   0                    56               4,624            

Short-term compensated absences 7               0                 0                   0                    0                 7                   

Short-term portion of long-term liabilities 4,876        0                 0                   6,025             1,198          12,099          

Total current liabilities 5,432        12,204        0                   6,976             5,728          30,340          

Noncurrent liabilities:

Compensated absences 1               0                 0                   0                    0                 1                   

Claims and judgements 26,555      0                 0                   0                    0                 26,555          

Bonds, notes and loans payable 0               0                 0                   70,969           10,415        81,384          

Arbitrage rebate payable 0               0                 0                   188                0                 188               

Other post employment benefits 0               204             0                   0                    0                 204               

Total noncurrent liabilities 26,556      204             0                   71,157           10,415        108,332        

Total liabilities 31,988      12,408        0                   78,133           16,143        138,672        

NET ASSETS

Invested in capital assets, net of related debt 0               8,332          0                   0                    0                 8,332            

Restricted for:

Debt service 0               0                 0                   15,277           2                 15,279          

Unrestricted (25,291)     5,593          743               15,469           2,846          (640)             

Total net assets (25,291)     13,925        743               30,746           2,848          22,971          

Total liabilities and net assets 6,697$      26,333$      743$             108,879$       18,991$      161,643$      
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Combining Statement of Revenues, Expenses, and Changes in

Fund Net Assets - Nonmajor Proprietary Funds

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

Business-Type Activities

Communica-

Intergover- Transporta- tion

Workers mental tion Systems

Compensa- Transfer Revolving Revolving

tion Lottery Program Fund Fund Total

OPERATING REVENUE

Charges for services 3,148$          258,494$      0$                162$              512$               262,316$      

Other revenue 104               0                   388              2,943             0                     3,435            

Total operating revenues 3,252            258,494        388              3,105             512                 265,751        

OPERATING EXPENSES

Personal services 239               4,872            0                  0                    0                     5,111            

Supplies and services 1,631            45,111          0                  53                  699                 47,494          

Lottery prize awards 0                   132,610        0                  0                    0                     132,610        

Depreciation 0                   1,349            0                  0                    0                     1,349            

Insurance claims and expenses 1,620            0                   0                  0                    0                     1,620            

Other expenses 1,050            0                   139              0                    134                 1,323            

Total operating expenses 4,540            183,942        139              53                  833                 189,507        

Operating income (loss) (1,288)           74,552          249              3,052             (321)                76,244          

NONOPERATING REVENUES (EXPENSES)

Investment earnings 0                   0                   190              846                64                   1,100            

Interest expense 0                   0                   0                  (3,056)            (619)                (3,675)           

Other expenses 0                   (138)              0                  0                    0                     (138)              

Capital contributions 0                   9,116            0                  0                    0                     9,116            

Total nonoperating revenues

(expenses) 0                   8,978            190              (2,210)            (555)                6,403            

Net income (loss) (1,288)           83,530          439              842                (876)                82,647          

Transfers in (1,001)           (72,736)         0                  0                    0                     (73,737)         

Transfers out (6)                  0                   0                  0                    0                     (6)                  

Net change in net assets (2,295)           10,794          439              842                (876)                8,904            

Total net assets - beginning (22,996)         3,131            304              29,904           3,724              14,067          

Total net assets - ending (25,291)$       13,925$        743$            30,746$         2,848$            22,971$        
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Internal Service Funds 
 
Internal Service Funds are used to report any activity that provides goods or services to other funds, departments, or 
agencies of the primary government and its component units, or to other governments, on a cost-reimbursement 
basis: 
 
Printing 
Accounting Services 
Motor Pool 
Information Technology 
Aircraft 
Building Maintenance 
Architectural Services 
State Workers' Compensation 
Capitol Security 
Osawatomie Motor Pool 
Wildlife Aircraft 
Personnel Services 
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Combining Statement of Net Assets - Internal Service Funds

June 30, 2010

(expressed in thousands)

Accounting Motor Information Building

Printing Services Pool Technology Aircraft Maintenance

ASSETS

Current assets:

Cash and cash equivalents 1,311$       10,278$     796$          6,354$          19$            12,879$         

Receivables,net 0                0                0                0                   0                206                

Inventories 0                0                0                486               0                0                    

Total current assets 1,311         10,278       796            6,840            19              13,085           

Noncurrent assets:

Receivables,net 0                0                0                0                   0                1,703             

Capital assets (net of accumulated depreciation) 2,647         41,159       454            17,626          0                66,180           

Total noncurrent assets 2,647         41,159       454            17,626          0                67,883           

Total assets 3,958$       51,437$     1,250$       24,466$        19$            80,968$         

LIABILITIES

Current liabilities:

Accounts payable  and other liabilities 230$          957$          79$            1,529$          14$            887$              

Due to other funds 0                0                527            1,289            0                47                  

Short-term compensated absences 122            291            2                737               0                361                

Short-term portion of long-term liabilities 193            29,210       0                0                   0                2,009             

Total current liabilities 545            30,458       608            3,555            14              3,304             

Noncurrent liabilities:

Compensated absences 23              56              0                141               0                69                  

Claims and judgements 0                37              0                0                   0                0                    

Bonds, notes and loans payable 0                18,381       0                0                   0                56,357           

Advances from other funds 0                0                798            804               0                1                    

Total noncurrent liabilities 23              18,474       798            945               0                56,427           

Total liabilities 568            48,932       1,406         4,500            14              59,731           

NET ASSETS

Invested in capital assets, net of related debt 2,647         572            454            17,626          0                66,180           

Unrestricted 743            1,933         (610)          2,340            5                (44,943)          

Total net assets 3,390         2,505         (156)          19,966          5                21,237           

Total liabilities and net assets 3,958$       51,437$     1,250$       24,466$        19$            80,968$         
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Combining Statement of Net Assets - Internal Service Funds - Concluded

June 30, 2010

(expressed in thousands)

State Osawatomie 

Architectural Workers Capitol Motor Wildlife Personnel

Service Compensation Security Pool Aircraft Services Total

ASSETS

Current assets:

Cash and cash equivalents 351$          10,698$           126$          10$            202$          400$          43,424$       

Receivables,net 0                0                      0                0                0                0                206              

Inventories 0                0                      0                0                0                0                486              

Total current assets 351            10,698             126            10              202            400            44,116         

Noncurrent assets:

Receivables,net 0                0                      0                0                0                0                1,703           

Capital assets (net of accumulated depreciation) 13              0                      0                0                0                0                128,079       

Total noncurrent assets 13              0                      0                0                0                0                129,782       

Total assets 364$          10,698$           126$          10$            202$          400$          173,898$     

LIABILITIES

Current liabilities:

Accounts payable  and other liabilities 60$            510$                23$            1$              0$              9$              4,299$         

Due to other funds 0                0                      0                0                0                0                1,863           

Short-term compensated absences 69              62                    5                0                0                17              1,666           

Short-term portion of long-term liabilities 0                16,653             0                0                0                0                48,065         

Total current liabilities 129            17,225             28              1                0                26              55,893         

Noncurrent liabilities:

Compensated absences 13              12                    1                0                0                3                318              

Claims and judgements 0                41,317             0                0                0                0                41,354         

Bonds, notes and loans payable 0                0                      0                0                0                0                74,738         

Advances from other funds 0                0                      0                0                0                0                1,603           

Total noncurrent liabilities 13              41,329             1                0                0                3                118,013       

Total liabilities 142            58,554             29              1                0                29              173,906       

NET ASSETS

Invested in capital assets, net of related debt 13              0                      0                0                0                0                87,492         

Unrestricted 209            (47,856)            97              9                202            371            (87,500)        

Total net assets 222            (47,856)            97              9                202            371            (8)                 

Total liabilities and net assets 364$          10,698$           126$          10$            202$          400$          173,898$     
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Combining Statement of Revenues, Expenses, and Changes in

Fund Net Assets - Internal Service Funds

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

Accounting Motor Information Building

Printing Services Pool Technology Aircraft Maintenance

OPERATING REVENUES

Charges for services 4,348$       11,159$       682$          40,826$        106$          29,839$         

Other revenue 0                5,575           1,442         2                   0                5                    

Total operating revenues 4,348         16,734         2,124         40,828          106            29,844           

OPERATING EXPENSES

Salaries and wages 2,425         5,407           49              12,892          0                8,197             

Supplies and services 128            (21,029)        278            16,065          159            5,908             

Depreciation 200            39                88              6,352            0                2,930             

Insurance claims and expenses 0                0                  0                0                   0                0                    

Other expenses 0                0                  0                0                   0                23                  

Total operating expenses 2,753         (15,583)        415            35,309          159            17,058           

Operating income (loss) 1,595         32,317         1,709         5,519            (53)             12,786           

NONOPERATING REVENUES (EXPENSES)

Investment earnings 0                0                  0                0                   0                60                  

Interest expense 0                (289)             0                0                   0                (2,641)            

Other expenses (194)           0                  0                0                   0                (14)                 

Total nonoperating revenues (expenses) (194)           (289)             0                0                   0                (2,595)            

Net income (loss) 1,401         32,028         1,709         5,519            (53)             10,191           

Transfers in (14)             1,269           (1,401)        (69)               0                (271)               

Transfers out (118)           0                  0                (406)             0                (3,367)            

Net change in net assets 1,269         33,297         308            5,044            (53)             6,553             

Total net assets - beginning 2,129         (30,650)        (458)           14,980          58              21,807           

Revisions to beginning net assets (8) (142) (6) (58) 0 (7,123)

Total net assets - beginning (restated) 2,121 (30,792) (464) 14,922 58 14,684

Total net assets - ending 3,390$       2,505$         (156)$         19,966$        5$              21,237$         
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Combining Statement of Revenues, Expenses, and Changes in

Fund Net Assets - Internal Service Funds - Concluded

For the Fiscal Year Ended June 30, 2010

(expressed in thousands)

State Osawatomie 

Architectural Workers Capitol Motor Wildlife Personnel

Service Compensation Security Pool Aircraft Services Total

OPERATING REVENUES

Charges for services 1,404$           31,111$             85$            32$            57$            150$          119,799$      

Other revenue 81                  (6,092)               161            0                0                0                1,174            

Total operating revenues 1,485             25,019               246            32              57              150            120,973        

OPERATING EXPENSES

Salaries and wages 1,164             1,226                 325            0                0                196            31,881          

Supplies and services 31                  1,869                 19              23              1                103            3,555            

Depreciation 6                    1                        0                0                0                0                9,616            

Insurance claims and expenses 0                    21,989               0                0                0                0                21,989          

Other expenses 0                    1                        0                0                0                0                24                 

Total operating expenses 1,201             25,086               344            23              1                299            67,065          

Operating income (loss) 284                (67)                    (98)             9                56              (149)           53,908          

NONOPERATING REVENUES (EXPENSES)

Investment earnings 0                    0                        0                0                0                0                60                 

Interest expense 0                    0                        0                0                0                0                (2,930)           

Other expenses 0                    0                        0                0                0                0                (208)              

Total nonoperating revenues (expenses) 0                    0                        0                0                0                0                (3,078)           

Net income (loss) 284                (67)                    (98)             9                56              (149)           50,830          

Transfers in (6)                   0                        0                0                0                0                (492)              

Transfers out 0                    0                        0                0                0                0                (3,891)           

Net change in net assets 278                (67)                    (98)             9                56              (149)           46,447          

Total net assets - beginning (56)                 (47,787)             195            0                146            520            (39,116)         

Revisions to beginning net assets 0                    (2)                      0                0                0                0                (7,339)           

Total net assets - beginning (restated) (56) (47,789) 195 0 146 520 (46,455)

Total net assets - ending 222$              (47,856)$           97$            9$              202$          371$          (8)$                
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Financial Trends     157 

 
These schedules contain trend information to help the reader understand how the State's 
financial performance and well-being have changed over time.     

     

Revenue Capacity    167 

 
These schedules contain information to help the reader assess the state's most significant 
revenue source, the income and sales taxes.      

     

Debt Capacity    169 

 

These schedules present information to help the reader assess the affordability of the 
State's current levels of outstanding debt and the State's ability to issue additional debt in 
the future.     

     

Demographic and Economic Information    171 

 
These schedules offer demographic and economic indicators to help the reader 
understand the environment within which the State's financial activities take place.     

     

Operating Information    173 

 

These schedules contain service and infrastructure data to help the reader understand how 
the information in the State's financial report relates to the services the State provides and 
the activities it performs.     

 
 

Sources:  Unless otherwise noted, the information in these schedules is derived from the comprehensive annual 
financial reports for the relevant year.  The State implemented GASB Statement 34 in fiscal year 2002; schedules 
presenting government-wide information include information beginning that year. 
 
The State University System was changed from a business-type activity to a component unit of the State which 
significantly changes some amounts for fiscal year 2004 and beyond.   
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Financial Trends

Net Assets by Fund Type

Last Nine Fiscal Years 

(expressed in thousands)

 

2002 2003 2004

1

2 Invested in capital assets, net of related debt $ 7,494,576 $ 7,758,504 $ 7,855,107

3 Restricted 60,207 118,013 142,188

4 Unrestricted 1,583,141 1,194,510 831,722

5 $ 9,137,924 $ 9,071,027 $ 8,829,017

6

7

8 Invested in capital assets, net of related debt $ 714,933 $ 844,948 $ 479

9 Restricted 513,119 844,360 589,332

10 Unrestricted 406,782 (10,780) 57,317

11 $ 1,634,834 $ 1,678,528 $ 647,128

12

13

14 Invested in capital assets net of related debt $ 8,209,509 $ 8,603,452 $ 7,855,586

15 Restricted 573,326 962,373 731,520

16 Unrestricted 1,989,923 1,183,730 889,039

17 $ 10,772,758 $ 10,749,555 $ 9,476,145

In fiscal year 2004 the State University System was changed from a business-type activity

to a component unit  of the State

Total primary government net assets

Governmental activit ies

Total governmental activit ies net assets

Business-type activities 1

Total business-type activities net assets

Primary government
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Financial Trends

Net Assets by Fund Type

Last Nine Fiscal Years 

(expressed in thousands)

 

2005 2006 2007 2008 2009 2010

1

$ 435,125 $ 8,144,626 $ 9,538,694 $ 9,800,244 $ 9,509,615 $ 9,601,110 2

89,640 97,386 93,923 87,640 143,946 209,443 3

762,257 1,309,066 331,906 86,523 105,512 155,995 4

$ 9,287,022 $ 9,551,078 $ 9,964,523 $ 9,974,407 $ 9,759,073 $ 9,966,548 5

6

7

$ 247 $ 388 $ 256 $ 364 $ 478 $ 8,351 8

766,234 950,950 1,087,458 1,066,936 779,479 433,809 9

5,642 20,004 6,768 18,330 (6,394) 118,772 10

$ 772,123 $ 971,342 $ 1,094,482 $ 1,085,630 $ 773,563 $ 560,932 11

12

13

$ 8,435,372 $ 8,145,014 $ 9,538,950 $ 9,800,608 $ 9,510,093 $ 9,609,461 14

855,874 1,048,336 1,181,381 1,154,576 923,425 643,252 15

767,899 1,329,110 338,674 104,853 99,118 274,767 16

$ 10,059,145 $ 10,522,460 $ 11,059,005 $ 11,060,037 $ 10,532,636 $ 10,527,480 17

 



State of Kansas 
Statistical Section 

June 30, 2010 
 

 

  159   

Financial Trends

Changes in Net Assets, Last Nine Fiscal Years

(expressed in thousands)

2002 2003 2004

1

2

3 General government $ 561,006 $ 419,040 $ 1,615,560

4 Human resources 2,723,207 2,804,932 3,106,382

5 Education 2,662,380 3,125,520 3,201,981

6 Public safety 476,638 446,867 438,540

7 Agriculture and natural resources 90,948 92,466 88,870

8 Highways and other transportation 860,035 798,083 777,697

9 Health and environment 166,038 174,249 176,436

10 Economic development 0 0 0

11 Interest  expense 0 0 0

12   Total governmental activit ies expenses 7,540,252 7,861,157 9,405,466

13

14 Water pollution and safety 42,370 22,489 28,975

15 Health care stabilization 27,588 34,955 33,874

16 Employment security 341,587 487,610 468,413

17 Workers' compensation (856) (38,177) 2,842

18 Lottery 132,284 140,103 154,774

19 Universities 1,857,220 1,749,824 0

20 Intergovernmental t ransfer program 94,823 35,953 1,210

21 Transportat ion revolving loans 0 0 0

22   Total business-type activit ies expenses 2,495,016 2,432,757 690,088

23   Total primary government expenses $ 10,035,268 $ 10,293,914 $ 10,095,554

24

25

26

27 General government $ 225,970 $ 283,224 $ 298,640

28 Human resources 1,723,828 1,782,338 1,982,802

29 Education 295,077 322,565 359,415

30 Public safety 111,009 85,705 79,468

31 Agriculture and natural resources 52,315 55,648 58,116

32 Highways and other transportation 583,663 588,536 493,479

33 Health and environment 99,249 119,147 130,810

34   Total governmental activit ies revenues 3,091,111 3,237,163 3,402,730

35

36 Water pollution and safety 35,799 23,769 50,634

37 Health care stabilizat ion 27,684 26,201 22,236

38 Employment security 318,187 352,282 370,895

39 Workers' compensation 468 871 3,859

40 Lottery 191,064 203,939 225,457

41 Universities 800,899 1,026,479 0

42 Intergovernmental transfer program 0 67 191

43 Transportation revolving fund 0 0 0

44   Total business-type activit ies revenues 1,374,101 1,633,608 673,272

45   Total primary government revenues $ 4,465,212 $ 4,870,771 $ 4,076,002

46

47

48 $ (4,449,141) $ (4,623,994) $ (6,002,736)

49 (1,120,915) (799,149) (16,816)

50 $ (5,570,056) $ (5,423,143) $ (6,019,552)

Net (Expense) Revenue

Government activit ies

Business-type activit ies

Total primary net (expense) revenue

Expenses

Governmental activities:

Business-type activit ies:

Program Revenues

Governmental activities:

Business-type activit ies:1
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Financial Trends

Changes in Net Assets, Last Nine Fiscal Years

(expressed in thousands)

2005 2006 2007 2008 2009 2010

1

2

$ 1,215,280 $ 975,416 $ 1,074,391 $ 1,002,719 $ 955,701 $ 851,373 3

3,124,978 2,979,056 3,080,465 3,279,850 3,691,535 3,785,792 4

3,393,376 4,378,010 4,696,343 5,011,242 5,183,287 5,028,780 5

514,904 583,340 607,343 742,254 754,869 786,682 6

93,528 98,116 102,471 111,445 126,940 109,672 7

679,952 893,582 639,384 848,375 437,099 516,629 8

189,908 197,884 199,996 225,740 229,198 232,955 9

3,293 3,780 3,125 251 0 0 10

0 0 149,550 145,246 151,702 144,125 11

9,215,219 10,109,184 10,553,068 11,367,122 11,530,331 11,456,008 12

13

30,499 33,995 33,845 33,794 35,479 33,366 14

39,897 32,500 24,013 56,030 45,641 30,347 15

280,644 253,055 245,910 277,545 735,844 1,381,286 16

2,273 4,888 4,342 5,050 4,511 4,540 17

145,496 167,623 170,928 171,216 165,048 184,080 18

0 0 0 0 0 0 19

9,287 1,084 583 470 102 139 20

0 1,145 1,977 2,681 3,384 4,561 21

508,096 494,290 481,598 546,786 990,009 1,638,319 22

$ 9,723,315 $ 10,603,474 $ 11,034,666 $ 11,913,908 $ 12,520,340 $ 13,094,327 23

24

25

26

$ 320,129 $ 274,969 $ 281,027 $ 308,030 $ 322,789 344,150 27

1,861,855 2,090,961 2,099,064 2,163,300 2,609,468 2,839,446 28

386,369 390,180 395,050 407,737 425,331 747,276 29

126,632 149,638 165,609 255,683 266,768 350,512 30

65,012 63,533 66,477 68,020 72,042 74,804 31

563,126 586,235 697,979 697,233 579,323 690,597 32

131,568 129,227 122,938 139,367 138,245 159,009 33

3,454,691 3,684,743 3,828,144 4,039,370 4,413,966 $ 5,205,794 34

35

44,542 42,992 35,393 32,139 34,029 67,258 36

21,244 27,402 36,010 38,079 43,108 26,719 37

348,021 349,919 275,733 224,745 220,886 310,145 38

3,464 1,182 7,395 5,508 4,049 3,148 39

207,772 237,270 241,441 238,349 232,139 258,494 40

0 0 0 0 0 0

167 133 157 191 197 0 42

0 70 912 127 901 674 43

625,210 658,968 597,041 539,138 535,309 666,438 44

$ 4,079,901 $ 4,343,711 $ 4,425,185 $ 4,578,508 $ 4,949,275 $ 5,872,232 45

46

47

$ (5,760,528) $ (6,424,441) $ (6,724,924) $ (7,327,752) $ (7,116,365) (6,250,214) 48

117,114 164,678 115,443 (7,648) (454,700) (971,881) 49

$ (5,643,414) $ (6,259,763) $ (6,609,481) $ (7,335,400) $ (7,571,065) $ (7,222,095) 50

41
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Financial Trends

Revenues and Other Changes in Net Assets

Last Nine Years

(Expressed in thousands)

2002 2003 2004

51

52 Taxes

53     Property tax $ 54,535 $ 446,611 $ 648,604

54     Income and inheritance tax 2,010,550 1,936,916 2,104,072

55     Sales and excise tax 2,248,760 2,496,744 2,510,227

56     Gross receipts tax 103,825 115,282 127,953

57 Investment earnings 37,369 13,422 11,437

58 Other revenue 208,732 150,857 232,168

59 Extraordinary items (570,470) 45,710 68,294

60 Transfers 0 (606,944) 0

61   Total governmental activit ies revenues 4,093,301 4,598,598 5,702,755

62

63 Investment earnings (159) (636) 28,290

64 Other revenue 582,437 204,634 28,024

65 Transfers 570,470 606,944 (68,294)

66 1,152,748 810,942 (11,980)

67 $ 5,246,049 $ 5,409,540 $ 5,690,775

68

69 Change  in Net Assets

70 Governmental activities $ (355,840) $ (25,396) $ (299,981)

71 Business-type act ivit ies 13,833 11,793 (28,796)

72 Total primary government $ (342,007) $ (13,603) $ (328,777)

In fiscal year 2004 the State University System was changed from a business-type activity

to a component unit  of the State

Governmental activities:

Business-type activit ies:1

  Total business-type activities revenues

  Total primary government revenues
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Financial Trends

Revenues and Other Changes in Net Assets

Last Nine Fiscal Years

(Expressed in thousands)

2005 2006 2007 2008 2009 2010

51

52

$ 666,698 $ 548,725 $ 593,229 $ 613,222 $ 631,800 $ 625,862 53

2,385,369 2,866,019 3,210,696 3,431,970 2,997,595 2,562,404 54

2,660,026 2,789,933 2,863,794 2,949,551 2,883,012 2,764,218 55

127,336 132,928 134,872 138,094 138,532 139,813 56

26,401 61,617 106,727 35,563 17,811 30,229 57

275,320 244,009 218,482 106,339 232,779 278,082 58

77,383 0 0 0 0 0

0 66,868 69,881 78,160 78,177 81,784 60

6,218,533 6,710,099 7,197,681 7,352,899 6,979,706 6,482,392 61

62

29,507 37,446 45,914 44,956 37,890 32,033 63

55,757 35,972 31,624 33,014 182,920 809,001 64

(77,383) (66,868) (69,881) (78,160) (78,177) (81,784) 65

7,881 6,550 7,657 (190) 142,633 759,250 66

$ 6,226,414 $ 6,716,649 $ 7,205,338 $ 7,352,709 $ 7,122,339 $ 7,241,642 67

68

69

$ 458,005 $ 285,658 $ 472,757 $ 25,147 $ (136,659) $ 232,178 70

124,995 171,228 123,100 (7,838) (312,067) (212,631) 71

$ 583,000 $ 456,886 $ 595,857 $ 17,309 $ (448,726) $ 19,547 72

 

 

59

 



State of Kansas 
Statistical Section 

June 30, 2010 
 

 

  163   

Financial Trends

Fund Balances, Governmental Funds

Last Nine Fiscal Years

(expressed in thousands)

2002 2003 2004

1

2  $ 22,837 $ 19,255 $ 18,789

3 60,595 (53,782) 115,150

4 $ 83,432 $ (34,527) $ 133,939

5

6

7  $ 20,445 $ 15,762 $ 15,763

8 (3,628) 4,961 45,747

9 $ 16,817 $ 20,723 $ 61,510

10

11

12 $ 732,505 $ 971,806 $ 1,011,621

13 183,896 (178,882) (295,037)

14 $ 916,401 $ 792,924 $ 716,584

15

16

17 $ 0 $ 0 $ 0

18 (200,000) (608,115) (608,115)

19 $ (200,000) $ (608,115) $ (608,115)

20

21

22 $ 0 $ 0 $ 0

23 0 0 0

24 $ 0 $ 0 $ 0

25

26

27

28 Reserved for debt service $ 46,819 $ 74,631 $ 112,572

30 Reserved for encumbrances 147,834 163,830 167,582

31 Reserved for advances to other funds 0 60,164 79,888

32 285,994 204,844 324,311

33 $ 480,647 $ 503,469 $ 684,353

1
 In fiscal year 2008 the Social and Rehabilitation Fund was no longer a major fund.

Total all other governmental funds

Transportation - Capital Projects Fund

Reserved

Unreserved

Total transportation - capital projects fund

Health Policy Authority Fund

Reserved

Unreserved

Total health policy authority fund

All Other Governmental Funds

Reserved reported in:

Unreserved

Total transportation fund

General Fund

Reserved

Unreserved

Total general fund

Social and Rehabilitation Fund
1

Reserved

Unreserved

Total social and rehabilitation fund

Transportation Fund

Reserved

Unreserved
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Financial Trends

Fund Balances, Governmental Funds

Last Nine Fiscal Years

(expressed in thousands)

2005 2006 2007 2008 2009 2010

1

$ 15,674 $ 22,386 $ 28,871 $ 7,324 $ 24,663 $ 29,680 2

297,059 649,526 791,980 414,713 (201,007) (278,000) 3

$ 312,733 $ 671,912 $ 820,851 $ 422,037 $ (176,344) $ (248,320) 4

5

6

$ 19,413 $ 18,125 $ 16,708 $ 0 $ 0 $ 0 7

70,426 45,558 7,810 0 0 0 8

$ 89,839 $ 63,683 $ 24,518 $ 0 $ 0 $ 0

10

11

$ 942,114 $ 962,147 $ 977,154 $ 735,930 $ 1,022,259 $ 781,308 12

(168,173) (243,585) (356,696) (94,692) (562,388) (524,154) 13

$ 773,941 $ 718,562 $ 620,458 $ 641,238 $ 459,871 $ 257,154 14

15

16

$ 0 $ 0 $ 0 $ 0 $ 0 $ 0 1

(755,115) (755,115) (755,115) (755,115) (885,715) (664,315) 18

$ (755,115) $ (755,115) $ (755,115) $ (755,115) $ (885,715) $ (664,315) 19

20

21

$ 0 $ 4,152 $ 8,405 $ 0 $ 7,964 $ 5,204 22

0 4,917 15,785 1,464 8,722 4,312 23

$ 0 $ 9,069 $ 24,190 $ 1,464 $ 16,686 $ 9,516 24

25

26

27

$ 76,143 $ 13,489 $ 13,767 $ 32,224 $ 165,598 $ 209,443 28

155,113 149,569 189,578 11,575 237,604 199,753 30

79,215 86,002 41,023 78,530 78,717 73,581 31

353,789 402,889 416,568 722,144 251,858 326,572 32

$ 664,260 $ 651,949 $ 660,936 $ 844,473 $ 733,777 $ 809,349 33

9

7
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Financial Trends

Changes in Fund Balances, Governmental Funds

Last Nine Fiscal Years

(expressed in thousands)

2002 2003 2004

1

2 $ 4,392,768 $ 4,988,981 $ 5,455,211

3 449,109 531,949 746,995

4 2,657,395 2,730,334 2,697,149

5 37,442 13,636 11,473

6 177,028 161,081 309,115

7 7,713,742 8,425,981 9,219,943

8

9

10

11 582,613 542,359 1,699,154

12 2,727,508 2,805,640 3,111,624

13 2,664,448 3,128,229 3,206,817

14 482,523 467,663 451,511

15 91,302 91,034 89,161

16 920,930 898,645 1,018,471

17 166,504 175,636 186,653

18 0 0 0

19

20 Principal 73,861 92,026 73,448

21 Interest 83,511 82,351 82,589

22 7,793,200 8,283,583 9,919,428

23

24 (79,458) 142,398 (699,485)

25

26

27

28 164,740 383,863 1,321,417

29 (573,043) (612,542) 77,220

30 (33,202) (646,970) (442,781)

31 0 45,710 0

32 (441,505) (829,939) 955,856

33

34 $ (520,963) $ (687,541) $ 256,371

35

36

37 2.02% 2.11% 1.57%

Other revenues (includes extraordinary items)

Revenues

Taxes

Charges for services

Intergovernmental (operating and capital grants)

Investment earnings

Total expenditures

Total revenues

Expenditures

General government

Human resources

Education

Public safety

Agriculture and natural resources

Highways and other transportation

Health and environment

Economic Development

Debt service:

Total other financing sources (uses)

Net change in fund balances

Debt service as a percentage of noncapital 

     expenditures

Excess of revenues over (under) expenditures

Other Financing Sources (Uses)

Proceeds from sale of debt

Transfers, net

Other financing sources (uses)

Extraordinary items
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Financial Trends

Changes in Fund Balances, Governmental Funds

Last Nine Fiscal Years

(expressed in thousands)

2005 2006 2007 2008 2009 2010

$ 5,827,740 $ 6,378,200 $ 6,828,429 $ 7,138,723 $ 6,625,408 $ 6,207,0

554,851 655,564 744,423 654,744 845,364 704,0

2,910,532 3,042,060 3,091,345 3,391,868 3,580,727 4,486,2

26,411 61,625 106,733 35,573 17,821 29,6

283,470 263,737 290,090 127,260 240,323 260,3

9,603,004 10,401,186 11,061,020 11,348,168 11,309,643 11,687,3

1,274,908 999,533 1,101,740 1,044,775 1,082,627 991,1

3,125,941 2,982,450 3,089,907 3,289,095 3,697,593 3,777,5

3,396,304 4,380,427 3,879,673 5,014,160 5,185,294 5,026,6

507,215 577,042 611,471 749,165 755,762 779,4

91,512 96,026 102,387 111,419 126,182 108,0

1,026,447 1,027,094 1,033,768 1,033,419 1,010,200 988,0

190,761 199,016 200,906 227,102 227,159 233,1

3,293 3,780 3,125 251 0

 19

85,347 93,570 112,398 135,524 134,367 190,9

139,062 142,316 147,770 145,694 146,375 141,2

9,840,790 10,501,254 10,283,145 11,750,604 12,365,559 12,236,0

(237,786) (100,068) 777,875 (402,436) (1,055,916) (548,7

257,125 532,422 54,188 225,171 117,248 561,9

84,732 37,830 (797,276) 83,167 84,246 86,1

(1,956) (177,402) 0 (150,275) 0

0 0 0 0 0 (87,35

339,901 392,850 (743,088) 158,063 201,494 560,7

$ 102,115 $ 292,782 $ 34,787 $ (244,373) $ (854,422) $ 12,06

2.28% 2.25% 2.53% 2.39% 2.27% 2.7

1

94 2

12 3

48 4

36 5

49 6

39 7

8

9

10

36 11

33 12

15 13

11 14

18 15

28 16

73 17

0 18

38 20

00 21

52 22

23

13) 24

25

26

27

72 28

69 29

0 30

9) 31

82 32

33

9 34

35

36

1% 37
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Revenue Capacity

Personal Income by Industry, Last Eight Calendar Years

(expressed in thousands)

2002 2003 2004

1

2 Agricultural, Forestry, Fishing and Hunting $ 206,149 $ 214,456 $ 210,382

3 Mining 690,752 882,024 1,116,737

4 Utilities 651,345 617,946 657,098

5 Construction 3,268,284 3,328,533 3,484,446

6 Manufacturing 10,374,912 10,273,532 11,051,694

7 Wholesale trade 3,310,915 3,342,670 3,545,216

8 Retail trade 4,141,184 4,205,076 4,288,788

9 Transportation and warehousing 2,255,983 2,322,320 2,410,973

10 Information 3,228,551 3,337,931 3,467,343

11 Finance and insurance 3,251,123 3,443,020 3,538,324

12 Real estate and rental and leasing 944,983 1,030,623 1,084,156

13 Professional and technical services 3,805,827 3,636,298 4,119,366

14 Management of companies and enterprises 657,341 642,242 646,177

15 Administrative and waste services 1,884,145 1,912,856 2,047,391

16 Educational services 437,349 454,982 484,165

17 Health care and social assistance 5,504,250 5,737,227 6,121,229

18 Arts, entertainment and recreation 295,488 262,264 275,033

19 Accommodation and food services 1,414,505 1,529,046 1,620,859

20 Other services except public administration 1,819,250 1,923,437 1,933,757

21

22

23 Federal, civilian 1,829,087 1,871,954 2,052,479

24 Military 1,359,767 1,611,419 1,732,548

25 State and local 7,627,869 8,376,916 9,482,014

Private earnings

Government 

 
Source:  U.S. Department of Commerce, Bureau of Economic Analysis at:  http://www.bea.gov/regional/spi  
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Revenue Capacity

Personal Income by Industry, Last Eight Calendar Years

(expressed in thousands)

2005 2006 2007 2008 2009

1

$ 228,199 $ 234,407 $ 280,613 $ 285,723 $ 304,439 2

1,328,010 1,589,409 1,569,892 1,288,477 1,549,581 3

690,152 722,574 792,169 795,278 865,694 4

3,776,521 4,094,066 4,071,929 4,413,807 3,988,070 5

1,661,073 12,504,265 13,461,380 12,736,605 11,899,007 6

3,772,210 3,991,402 4,241,222 4,657,163 4,436,794 7

4,362,037 4,582,546 4,678,343 4,920,439 4,540,800 8

2,489,576 2,611,443 2,767,873 2,970,686 2,850,770 9

3,344,081 3,521,742 3,716,215 3,479,790 3,102,540 10

3,684,245 3,883,858 4,188,156 4,361,995 4,232,883 11

1,167,144 1,171,789 1,042,920 911,215 874,085 12

4,494,448 4,875,571 5,190,583 5,215,212 5,252,448 13

684,829 879,612 1,116,081 1,325,278 1,182,450 14

2,469,462 2,847,681 2,855,338 3,098,871 2,925,202 15

507,546 541,281 527,279 617,913 658,248 16

6,444,008 6,819,398 7,198,640 8,139,847 8,503,526 17

274,399 295,266 312,531 326,814 318,636 18

1,655,420 1,759,646 1,793,797 2,102,920 2,018,859 19

1,984,554 2,059,524 2,230,187 3,084,342 2,905,835 20

21

22

2,054,583 2,145,533 2,140,546 2,197,668 2,321,229 23

1,889,902 2,096,824 2,544,087 2,844,514 3,143,234 24

9,889,548 10,239,615 9,703,924 10,333,042 10,770,093 25  
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Debt Capacity

Long Term Obligations

Last Nine Years

(Expressed in thousands)

2002 2003 2004

1 Government Activities

2 Revenue bonds payable (includes demand bonds) $ 1,448,399 $ 1,374,622 $ 2,164,339

3 Sales tax limited obligation 0 136,292 160,830

4 Note payable 24,249 25,899 22,549

5 Capital leases payable 122,121 152,539 161,801

6 Arbitrage rebate payable 93 677 385

7 Claims and judgements 40,310 42,816 49,396

8 Compensated absences 96,303 95,456 94,726

9 Other post employment benefits 0 0 0

10 Pollution remediation 0 0 0

11   Total governmental activities 1,731,475 1,828,301 2,654,026

12

13 Business-Type Activities

14 Revenue bonds payable 713,110 878,605 584,824

15 Note payable 58,052 56,163 0

16 Arbitrage rebate payable 5,342 4,538 3,123

17 Unemployment benefits loan 0 0 0

18 Claims and judgements 337,200 297,372 185,909

19 Compensated absences 41,900 43,858 54

20 Other post employment benefits 0 0 0

21 Other 2,800 0 (930)

22   Total business-type activities 1,158,404 1,280,536 772,980

23

24 Component Units

25 Revenue bonds payable 253,975 306,540 619,409

26 Note payable 0 0 82,316

27 Capital leases payable 0 0 0

28 Arbitrage rebate payable 0 0 16

29 Compensated absences 0 0 44,887

30 Other post employment benefits 0 0 0

31 Pollution remediation 0 0 0

32 Other 0 0 17,129

33   Total component units 253,975 306,540 763,757

34      Total $ 3,143,854 $ 3,415,377 $ 4,190,763
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Debt Capacity

Long Term Obligations

Last Nine Years

(Expressed in thousands)

2005 2006 2007 2008 2009 2010

1

$ 1,748,407 $ 2,764,949 $ 2,740,099 $ 2,726,970 $ 2,744,828 $ 2,861,825 2

173,239 232,322 218,420 185,924 156,196 208,425 3

22,391 20,448 18,278 17,597 26,655 25,843 4

159,781 152,483 145,366 140,106 130,533 138,821 5

388 93 97 481 385 400 6

54,642 68,033 61,593 82,858 85,920 87,216 7

100,030 109,214 118,795 121,255 134,386 129,921 8

0 0 0 16,813 26,626 36,270 9

0 0 0 0 81,092 70,936 10

2,258,878 3,347,542 3,302,648 3,292,004 3,386,621 3,559,657 11

12

13

650,193 720,978 714,857 677,472 765,976 749,001 14

0 0 0 0 0 0 15

2,003 963 1,340 1,755 2,885 1,254 16

0 0 0 0 0 88,159 17

187,474 186,871 180,802 205,766 218,332 215,402 18

49 47 59 56 72 68 19

0 0 0 89 155 224 20

11,392 12,961 13,730 14,703 17,115 17,697 21

851,111 921,820 910,788 899,841 1,004,535 1,071,805 22

23

24

726,535 691,253 684,398 692,025 705,223 700,808 25

68,351 109,783 20,443 119,073 146,517 174,530 26

0 4,666 16,143 15,019 14,147 14,568 27

62 80 69 163 123 98 28

47,919 49,655 52,503 58,743 61,943 65,691 29

0 0 0 11,775 20,068 30,404 30

0 0 0 0 0 4,00 31

106,726 103,761 127,836 110,071 111,701 110,928 32

949,593 959,198 1,001,392 1,006,869 1,059,722 1,101,027 33

$ 4,059,582 $ 5,228,560 $ 5,214,828 $ 5,198,714 $ 5,450,878 $ 5,732,489 34

 

 

 

0 
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Demographic and Economic Information 

Kansas Demographic Statistics 

Last Ten Fiscal Years 

 

 

Year  
Population

 

(1)
  

Per 

Capita 

Personal 

Income 
(2)
  

Median 

Age 

 
(3)
  

Education 

Level in 

Years of 

Formal 

Schooling 
(4)
  

K to 12 

Public 

School 

Enrollment
 

(4)
  

Unemployment 

Rate 

 
(5)
 

             
2001    2,694,641   28,432   35.25   13.28   468,171   4.3% 
2002    2,715,884   29,141   35.40   -  468,173   5.1% 
2003    2,723,507   29,545   35.50   -  467,326   5.4% 
2004    2,735,502   31,003   36.10   -  484,262   4.8% 
2005    2,744,687   32,948   36.10   -  466,037   5.3% 
2006    2,764,075   34,743  36.00  -  465,374   4.7% 
2007    2,775,997   36,483   36.70   -  465,135  4.8% 
2008  2,802,134  37,978   36.20  -  471,263  4.4% 
2009  2,818,747  38,886  35.90  -  503,229  7.1% 
2010  (6)  37,916  (6)  (6)  478,897  6.7% 

 

 

 

 

Data Sources: 
  

 (1)   U.S. Bureau of the Census Web Site:  http://www.census.gov.    
 (2)   State Department of Commerce and U.S. Department of Commerce, BEA Web Site: 
      http://kansascommerce.com or  http://www.bea.gov 
 (3)   State Department of Health and Environment:  http://www.kdheks.gov   
 (4)   State Department of Education Web Site:  http://www.ksde.org. The source for education level in years of        

formal schooling came from 1990 and 2000 census reports issued by the U.S. Census Bureau.  The K-12 public 
school enrollment represents the head count as of September 20 of each year. 

 (5)   State Department of Labor, Kansas Labor Market Information Services Web Site:  http://laborstats.dol.ks.gov. 
 (6)   Information is not available at this time. 
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Demographic and Economic Information

Principal Employers in Kansas

Current Year and Ten Years Ago

 

Demographic and Economic Information

Principal Employers in Kansas

Current Year and Ten Years Ago

2010 2001

Employer Rank

Percentage of 

Total 

Employment Employees Rank

Percentage of 

Total 

Employment

State Government (excludes Regents) 22,375 / 22,375 1 1.46% 30,164 1 2.24%

KU and KUMC 12,125 / 12,125 2 0.79% 14,175 2 1.05%

Sprint Aerosystems Inc. 8,000 / 210,000 3 0.52% - - -

Hawker Beechcraft Corp. 7,000 / 7,000 4 0.46% - - -

Embarq Corp. 5,600 / 20,200 5 0.36% - - -

Spirit Communications Co. LP 5,000 / 40,000 6 0.33% 18,000 3 1.34%

Royal Caribbean Cruises Ltd. 4,900 / 60,300 7 0.32% - - -

B & V - Baker Guam JV 4,500 / 4,500 8 0.29% - - -

Via Christi Regional Med. Ctr. 4,000 / 10,770 9 0.26% - - -

Performance Contracting Inc. 2,900 / 4,000 10 0.19% - - -

Boeing Company - / - - - 16,800 4 1.25%

Cessna aircraft Corporation - / - - - 12,500 5 0.93%

Raytheon Aircraft Company - / - - - 10,000 6 0.74%

IBP, Inc. - / - - - 5,500 7 0.41%

Dillon's Food Store - / - - - 4,850 8 0.36%

Burlington Northern Santa Fe - / - - - 4,600 9 0.34%

Southwestern Bell Telephone - / - - - 4,500 10 0.33%

Total 76,400 / 391,270 4.98% 121,089 8.99%

Local/Total 

Employees

 

 
 
Source:  Dun & Bradstreet Corporation, Million Dollar Databases 2010 for current fiscal year and Marketplace 
Directory April through June 2001 for fiscal year 2001 annual financial report.  The base number used to calculate 
the percentage is the average number of the total employment in FY10 from the Department of Labor website at 
http://www.dol.ks.gov.    
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Operating Information 

Full-time Equivalent State Government Employees by Function/Program  

Last Ten Fiscal Years 

 

 Function/Program       2000       2001       2002       2003     2004 

1 General Government  5,494  5,465  5,541  5,551  5,518 

2 Public Safety  4,957  5,045  5,064  5,083  5,083 

3 Education  16,421  16,406  16,305  16,452  15,901 

4 Transportation  3,220  3,248  3,248  3,248  3,248 

5 Agriculture and Natural   1,211  1,194  1,278  1,286  1,281 

6      Resources           

7 Human Resources  8,675  8,472  8,730  8,729  8,426 

8 Total  39,978  39,830  40,166  40,349  39,457 

             
 

Source:  Department of Administration Workforce Reports at http://www.da.ks.gov/ps/subject/workforce.htm 
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Operating Information 

Full-time Equivalent State Government Employees by Function/Program  

Last Ten Fiscal Years 

 

      2005       2006       2007       2008       2009  

 5,745  5,843  5,659  5,799  5,786 1 

 5,114   5,102  5,111  5,131  5,129 2 

 15,562  16,770  17,076  17,714  18,375 3 

 3,252  3,238  3,238  3,202  3,151 4 

 1,287  1,266  1,271  1,243  1,342 5 

          6 

 8,189  8,191  8,160  8,337  8,313 7 

 39,149  40,410  40,515  41,426  42,096 8 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GO VERNMENT AUDITING STANDARDS

Legislative Post Audit Committee
Kansas State Legislature

We have audited the financial statements of the governmental activities, the business-type activities, the
discretely presented component units, each major fund, and the aggregate remaining fund information of
the State of Kansas (the State) as of and for the year ended June 30, 2010, and, under separate cover,
have issued our report thereon dated January 7, 20i 1. We did not audit the financial statements of the
various component units of the six State universities which represent 48 percent and 34 percent,
respectively, of the assets and revenues of the discretely presented component units, the Kansas
Technology Enterprise Corporation (KTEC) which represents less than 1 percent of the assets and
revenues of the discretely presented component units, the Lottery which represents less than I percent
and 2 percent, respectively, of the assets and revenues of the aggregate remaining fund information, the
Kansas Public Employees Retirement System (KPERS) which represents 7i percent and 19 percent,
respectively, of the assets and revenues of the aggregate remaining fund information, and the College
Savings Program (a State Fiduciary Fund) which represents 11 percent and 2 percent, respectively of the
assets and revenues of the aggregate remaining fund information. Those financial statements were
audited by other auditors whose reports thereon have been furnished to us, and our opinion, insofar as it
relates to the amounts included for the component units of the six State universities and the KTEC in the
aggregate discretely presented component units, and the Lottery, KPERS and the College Savings
Program in the aggregate remaining fund information, is based on the reports of the other auditors. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. The audits of the various component units of the
six State universities and the College Savings Program were not conducted in accordance with
Government Auditing Standards.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered the State’s internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the State’s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the State’s internal control over financial reporting.

I~SM [vlcGladrey Network



A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
lnisstatement of the State’s financial statements will not be prevented, or detected and corrected, on a
timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section m~d was not designed to identify all deficiencies in internal control
over financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We
did not identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above. However, we identified a certain deficiency in internal control
over financial reporting, described in the accompanying schedule of findings and questioned costs to be
a significant deficiency in internal control over financial reporting (2010-1). A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Compliance and Other Matters
As part of obtaining reasonable assurance abont whether the State’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards’.

The State’s response to the finding identified in the audit is described in the accompanying schedule of
findings and questioned costs. We did not audit the State’s response and, accordingly, we express no
opinion on it.

This report is intended solely for the information and use of the State of Kansas Legislative Post Audit
Committee, management, others within the entity, federal awarding agencies and pass-through entities
and is not intended to be and should not be used by anyone other than these specified parties.

January 7, 2011

-2-
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR

PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Legislative Post Audit Committee
Kansas State Legislature

Compliance
We have audited the State of Kansas’ (the State) compliance with the types of compliance requirernents described
in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each of the
State’s major federal programs for the year ended June 30, 2010. The State’s major federal programs are
identified in the sunrmary of auditor’s results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major
federal programs is tbe responsibility of the State’s management. Our responsibility is to express an opinion on
the State’s compliance based on our audit.

The State’s basic ,qnancial statements include the operations of the six state universities, whose various
component units received federal awards which are not included in the schedule of expenditures of federal awards
during the year ended June 30, 2010. Our audit, described below, did not include the operations of various
component units of the State, including the component units of the six state universities because the university
compouent units engaged other auditors to perform audits in accordance with OMB Circular A-133. The
schedule of expenditures of federal awards does include the federal awards received by Kansas Housing
Resources Corporation and Kansas Technology Enterprise Corporation, both of which are component units of the
State.

We conducted our audit of compliauce in accordance with auditing standards generally accepted in the United
States of America; the standm’ds applicable to financial audits contained in Government Auditing Sta~dards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States; Local
Gover~2tnents, andNon-ProyTt Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requiren3ents referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes exmnining, on a test basis, evidence about the State’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasm3able basis for our opinion. Our audit does aot provide a legal determination of the State’s
compliance with those requirements.

As described in Finding Nos. 2010-16 and 2008-14 in the accompanying schedule of findings and questioned
costs, the State did not comply with requirements regarding activities allowed or unallowed and allowable
costs/costs principles for Finding No. 2010-16 and financial reporting for Finding No. 2008-14 that are applicable
to its Energy Efficient Appliance Rebate Program (CFDA No. 81.127) and Disaster Grants - Public Assistance
program (CFDA No. 97.036), respectively. Compliauce with such requirements is necessaC¢, in our opinion, for
the State to comply witb the requirenrents applicable to those programs.

RSM McGladrey Network
An Independently Owned Member



in our opinion, except for the noncompliance described in the preceding paragraph, the State complied, in all
material respects, with the compliance requirements refen’ed to above that could have a direct m~d material effect
on each of its major federal programs for the year euded June 30, 2010. The results of our auditing procedures
also disclosed other instances of noncompliance with those requirements that are required to be reported in
accordance with OMB Circulm" A-133 and which are described in the accompmlying schedule of findings and
questioned costs as Findings Nos. 2010-2 through 2010-15, 2010-17 through 2010-33, 2008-2, 2008-3 and 2008-
!1.

Internal Control Over Compliance
Management of the State is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In
planning and performing our audit, we considered the State’s internal control over compliance with the
requirements that could have a direct and material effect on a major federal program to determine the auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness
of the State’s internal control over compliance.

Our consideration of the internal control over compliance was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control over compliance that might be
siN~ificant deficiencies or material wea’knesses and therefore, there can be no assurance that all deficiencies,
significant deficiencies, or material wea ~knesses have been identified. However, as discussed below, we identified
a certain deficiency in internal control over compliance that we consider to be a material weakness and other
deficiencies that we consider to be si~fificant deficiencies.

A de.,~ciency in internal con~’ol over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the nmxnal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance ~vith a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal conn"ol over cmnpliance is a deficiency, or combination of
deficiencies, in internal control over compliance such that there is reasonable possibility that material
noncompliance with a type of compliance requirement of a federal prograrn will not be prevented, or detected and
corrected, on a timely basis. We consider the deficiency in internal control over compliance described in the
accompanying schedule of findings and questioned costs as Finding No. 2008-14 to be a material weakness.

A significant deficiency in internal cont~"ol over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less severe
than a materiai weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance. We consider the deficiencies in internal control over compliance described in the
accompanyiug schedule of findings and questioned costs as Findings Nos. 2010-2 through 20!0-15, 2010-17
through 20!0-19, 2010-22, 2010-24 through 2010-26, 2010-28, 20!0-29 2010-33, and 2008-11 to be significant
deficiencies.

Schedule of Expenditures of Federal Awards

We have audited the basic financial statements of the governmental activities, the business-type activities, the
discretely presented component units, each major fund, and the aggregate remaining fund information of the State
as of and for the year ended June 30, 2010, and, under separate cover, have issued onr report thereoa dated
January 7, 2011. Our andit was performed for the purpose of forming our opinions on the financial statements
that collectively comprise the State’s basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by OMB Circular A-133 and is not a
required part of the basic financial statements. Such information has been subjected to the auditing procedures
applied in our audit of the basic financial statements and, in ore" opinion, is fairly stated, in all material respects, in
relation to the basic financial statements taken as a whole. With the exceptions of Kansas Housing Resources
Corporation and Kansas Technology Enterprise Corporation, the federal awards of the State’s component units
are included in the single audits of those agencies and therefore the acco~npanying schedule of expenditures of

(Continued)
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federal awards does not include these federal awards. Tbe schedule of expeuditures of federal awards does iuclude
the federal awards received by Kansas Housing Resources Corporation and Kansas Technology Enterprise
Corporation, both of which are compouent units of the State.

The State’s responses to the findings identified in our audit are described in tbe accompanying schedule of
findings and questioned costs. We did uot audit the State’s responses and, accordingly, we express no opinion on
the responses.

This report is intended solely for the information and use of tbe State of Kansas Legislative Post Audit
Committee, management, others witbin the entity, federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyoue other than these specified parties.

Marcb 24, 20I 1, except for tbe Schedule of Expenditures of Federal Awards as to whicb the date is January 7,
2011.

(Continued)
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State of Kansas
Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2010

Funds passed
Federal Grataor/Program CFDA Number Expenditures to Subrecipien!

Office of National Drug Control Policy
Direct Award

Not Clustered
High ~ntensity Drug Trafficking Area 7.999 64,899

Total Not Clustered $64,899
Total Office of National Drug Control Poficy $64,899
U. S. Department of Agriculture

Direct Award
SNAP Cluster:

State Administrative Matching Grants for SLlpplemental Nutrition Assistance Program 10.561 18,024,966 33,417
ARRA - State Administrative Matching Grants for Supplemental Nutrition Assistance 10.561 1,165,687
Program

Total SNAP Cluster $19,190,653 $33,417
Research and Development Programs Cluster:

Ciboia National Forest/Kansas State University 10.25 Challenge Cost Share Grant, 2009 10.000 5,000
at Kiowa/Rita Blanca Nationar Grassland
Classical Swine Fever SL~rveillazqce 10.000 47,089
CSAS and Organic Farmers Markets: Strengthening Producer Capacity and Consumer 10.000 43,194 14,846
Linkages Around Kansas City
NRCS Technical Service MOU 2008 10.000 29,496
Role of Outside Equity in Agricultural Cooperatives !0.000 57,551
Soil Survey Lab Analysis I0.000 2,957
Technical Service Provider 10.000 26,059
Cimarron National Grassland Research Studies 10.000 743,071
Active Duty Military Entomologist Support Grant 10.000 1,354
Agricultural Research Basic and Applied Research 10.001 2,203,948 6,479
Plant and Animal Disease, Pest Control, and Animal Care 10.025 807,123 174,889
Wildlife Services 10.028 17,500
Federal-State Marketing Improvement Program 10.156 46,052
Grants for Agricultural Research, Special Research Grants 10.200 2,236,165 308,265
Payments to Agricultural Experiment Stations Under the Hatch Act 10.203 3,873,622
Grants for Agricultural Research Competitive Research Grants 10.206 4,026,995 1,012,142
Food and Agricultural Sciences National Needs Graduate Fellowship Grants 10.210 226,096
Higher Education Challenge Grants 10.217 341,309 95,784
Agricultural and Rural Economic Research 10.250 6,133
Integrated Programs 10.303 1,288,723 158,531
Homeland Security Agricultural 10.304 684,377 390,419
International Science and Education Grants 10.305 8,064
Organic Agriculture Research and Extension initiative 10.307 84,849
Agriculture and Food Research Initiative (AFRI) 10.310 118,413
Biota ass Research and Development Initiative Competitive Grants Program {BRDI) 10.312 I72,486
State Mediation Grants 10.435 413,586
Rural Community Development Initiative 10.446 24,772
Crop Insurance 10.450 7,630
Community Outreach and Assistance Partnership Program 10.455 44,438
Partnership Agreements to Develop Non Insurance Risk Management Tools for 10.456 76,431 63,630
Producers (Farmers)
Commodity Partnerships for Small Agricultural Risk Management Education Sessions 10.459 7,313
Cooperative Extension Service 10.500 6,120,190
Resource Conservation and Development 10.901 140,651 57,220
Soi! and Water Conservation 10.902 10,116
Plant Materials for Conservation 10.905 17,556 12,450
Scientific Cooperation and Research 10.961 12,721
Cochran Fellowship Program-lnternational Training Foreign Participant 10.962 82,894

Total Research and Development Programs Cluster $24,055,924 $2,294,655

(Continued)
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State of Kansas
Schedule of Expenditures of Federal A wards

For the Year Ended June 30, 2010

Federal Grantor/Program
Funds passedCFDA Number

Expenditures to Subrecipient

Not Clustered
Plant and Animal Disease, Pest Control, and Animal Care 10.025 19£,659
Commodity Loe.ns and Loan Deliciency Pa.yme~tts 10.051 35,421
Market Protection and Promotion 10.163 81,053
Specialty Crop Block Grant Program 10.169 215,311 7,039
Agricultural and Rural Economic Research 10.250 106,047
Meat, Poultry, and Egg Products Inspection 10.477 1,858,410
Cooperative Extension Service 10.500 ~3,056,699 7,274,340
Special Supplemental Nutrition Program for Women, Infants, and Children 10.557 63,523,438 50,060,341
Child and Adult Care Food Program 10.558 33,135,867 32,721,065
State Administrative Expenses for Child Nutrition 10.560 1,576,947
Corn modity Supplemental Food Program 10.565 373,810 234,305
Team Nutrition Grants 10.574 218,136
Senior Farmers Market Nutrition Program 10.576 19,244 15,000
ARRA - Child Nutrition Discretionary Grants Limited Availability 10.579 849,263 849,263
Fresh Fruit and Vegetable Program 10.582 585,837 585,837
Foreign Market Development Cooperator Program 10.600 49,389
Cooperative Forestry Assistance 10.664 1,664,637 73,327
Rural Development, Forestry, and Communities 10.672 3,446
Forest Legacy Program 10.676 10,280
Forest Land Enhancement Program 10.677 ~6,730
Forest Stewardship Program 10.678 3,324
Rural Business Opportunity Grants 10.773 13,700
Distance Learning and Telemedicine Loans and Grants 10.855 85,132 85,132
Soil and Water Conservation 10.902 331,583 21,628
Watershed Protection and Flood Prevention 10.904 80,000
Planl Materials for Conservation 10.605 16,762
Environmental Quality Incentives Program 10.912 172,514 136,781
Agricultural Statistics Repods 10.950 4,523

Total Not Clustered $118,287,162 $92,064,058
Emergency Food Assistance Cluster:

Emergency Food Assistance Program (Administrative Costs) 10.568 417,933 1,713
ARRA - Emergency Food Assistance Program (Administrative Costs) 10.568 185,982

Total Emergency Food Assistance Cluster $603,915 $1,713
Child Nutrition Cluster:

School Breakfast Program 10.553 21,566,697 21,344,8! 1
National School Lunch Program 10.555 94,937,44! 94,496,053
Special Milk Program for Children 10.556 89,591 89,591
Summer Food Service Program for Children 10.559 2,198,259 2,078,225

Total Child Nutrition Cluster $118,791,988 $118,008,680
Indirect Award

Research and Development Programs Cluster:
Co-Evolution ef Rabies and Striped Skunks 10.000 15,000
Scale-Up of Nitrogen-Based Stored Product Pest Treatment System for Container 10.000 2~,999
Shipment of Specialty Grains and their Products
Ozonation of Corn, Wheat, Barley Stored in Commercial Grain Storage Structures for 10.000 27,125
Management of Pest Insects and Mold Removal of Off-Odors
Early Detection of Spoilage in Stored Grain 10.000 64,635
I~tegrated Nexl Generation Phosphorus Reduction Development P10~6045 "~0.000 51,344
Integrated Approaches to Improv}ng Ethanol Production and Pearl Miliet-A Crop for 10.000 26,406
Marginal Land
Analysis of FFY2005 Data and Creation of National Repori From Data Reported to CNE 10.000 347
Logic Model Online Program Management and Reporting System
Agricultural Research Basic and Applied Research 10.001 11,688
Grants for Agricultural Research, Special Research Grants 10.200 158,503
Grants for Agricultural Research Competitive Research Grants 10.206 482,097

(Continued)
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State of Kansas
Schedale of Expenditures qf Federal Awards

For the Year Ended June 30, 2010

Funds passed
Federal Grantor/Program CFDA Number Expenditures to Subrecipient

Small Business Innovation Research 10.212 58,969
Sustainable Agriculture Research and Education 10.215 5,972

Producers (Farmers)

383,530,447
$383,530,447
$867,000,930     $212,502,150

(Continued)
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State of Kansas
Schedule of Expenditures of Federal Awards

For the Year Ended June 30~ 2010

Federal Grantor/Program CFDA Nttmber Expenditures to Subrecipient

Validating Kinematic Wave Approach for Rapid Soil Erosion Assessment and Improved 12.000 133,478
Bmp Site Selection to Enhance Training Land Sustainability
Strong Bonds-Sing~e Soldier Longitudir~e~ Effectiveness Study 12.000 37,346
~nfrastructure Support for KSU Biosecurity Research Institute Facilily (FY 2008-RDT&E) 12.000 1,654,245 534,580
Infrastructure Supped for KSU Biosecurity Research Institute Facility 12.000 4,466,371 746,169
Infrastructure Support for Biosecudty Research Institute Facility (FY-2008-O&M) 12.000 175,917
Continuous, Wireless Monitoring of Sediment Flux at Multiple Low-Water Stream 12.000 23D,999 53,127
Crossings on Tank Trai~s
BRI at KSU: Facilities, Methods & Technologies to Determine Real-Time Biohazards in 12.000 150,425
Foods and to Validate Technology Readiness
Biodegradable Lightweight Fiberboard for Packaging Applications 12.000 324
Air Purification: Nanostructured Media for Individual Protection 12.000 141,806 86,910
Risk Assessment Toot-Phase Ill 12.000 151,718 58,501
Validating Kinematic Wave Approach for Rapid Soil Erosion Assessment and ~mproved 12.000 146,856
BMP Site to Enhance Training Land Sustainability
Basic and Applied Scientific Research 12.300 872,676
Basic Scientific Research 12.431 3,055,887 495,903
Basic, Applied, and Advanced Research in Science and Engineering 12.630 161,787 27,138
Air Force Defense Research Sciences Program 12.800 1,037,637 1 ll,715
Mathematical Sciences Grants Program 12.901 3,943

Total Research and Development Programs Cluster $12,839,772 $2,114,043
Not Clustered

Pad-Time M.S. Program in Industrial Engineering-Summer 2009 12.000 22,496
Army Pad-Time M.S. Program in Industrial Engineering - Fall 2009 12.000 31,817
Curation Agreement 12.000 95
KSU Graduate Degree Program Development and Implementation for CGSC Leadership 12.000 2,348,146
and Security Studies: Enhance Cooperative Degree Program in History
Pad Time M.S. Program in Industrial Engineering Spring 2009 12.000 15,911
Pad-Time M,S. Program in Industrial Engineering-Spring 2010 "~2.000 29,279
Flood Control Projects 12.106 297,600 297,600
Navigation Projects 12.107 212,984
State Memorandum of Agreement Program for Reimbursement of Technical Services 12.113 337,975
Military Construction, National Guard 12.400 2,063,492
National Guard Military Operations and Maintenance (O&M) Projects 12.401 26,836,455
ARRA - National Guard Military Operations and Maintenance (O&M) Proiects 12.401 538,702
National Guard Civilian Youth Opportunities 12.404 787,841
Community Economic Adjustment Assist. for Establishment, Expansion, Realignment or 12.607 156,532
Closure of Military Installation
Mathematical Sciences Grants Program 12.901 6,897

Total Not Clustered $33,685,922 $297,600
Indirect Award

Research and Development Programs Cluster:
2009 Workshop-United States Army Sustainable Rat~ge Program 12.000 401,728
Advanced Avionics Miniaturization Program 12.000 36,745
Bimetallic Nanoparticle Catalysts for Reforming of Logistics Fuels 12.000 15,018
Honor Challenge: To Honor the Brave, Challenge Myself 12.000 49,350
Multi-Disciplined Research in Nuclear Detection-Task Order No. 2 12.000 604,701
Mapping Especially Dangerous Pathogens in Ukraine 12.000 6,016
Urban Operations Laboratory 12.000 1,234,145 121,658
Multi-D;sciplined Research in Nuclear Detection-Task Order No. 3 12.000 166,439
Neutron Irradiation Testing of Solid State Neutron Detectors 12.000 98,709
Green Infrastructure Demonstration Site: Forbes Field 12.000 6,456
Seat Selt Convincer $10-0014 12.000 17,451
Bye-Safe Optically-Pumped Gas-Filled Fiber Laser 12.000 21,691
Engineered Reactive Metal Oxyhydroxides for Detection and Decontamination of Toxic 12.000 35,367
Reagents

(Continued)
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State of Kansas
Schedule of Expenditures qf Federal A wards

For the Year Ended June 30, 2010

Fttnds passed
Federal Grantor/Program CFDA Ntttnber Expenditures to Subrecipie/tl

ECHRP Project 12.000 11,939
Development of Radiation Detector Models in Support of Alien’s Sensor Virtual 12.000 24,908
Prototyping Environment
Basic and Applied Scientific Research 12.300 42,154
Military Medical Research and Development 12.420 216,302
Air Force Defense Research Sciences Program 12.800 103,117

Total Research and Development Programs Cluster $3,092,236 $121,658
Not Clustered

Army Child Care in Your Neighborhood Project 12.000 282,769
Total Hot Clustered $282,769

Total U. S. Department of Defense $49,900,699 $2,533,301
U. S. Department of Housing and Urban Development

Direct Award
Section 8 Project-Based Cluster:

Section 8 Housing Assistance Payments Program 14.195 49,196,577
Total Section B Project-Rased Cluster $49,196,577
Not C}ustered

Emergency Shelter Grants Program 14.231 879,795 856,967
Supportive Housing Program 14,235 99,491
HOME Investment Partnerships Program 14.239 9,550,118 8,904,431
ARRA - Homelessness Prevention and Rapid Re-Housing Program 14.257 1,511,739 1,480,134
ARRA - Tax Credit Assistance Program 14.258 8,t 09,318

Total Not Clustered $20,150,461 $11,241,532
Lead Hazard Control Cluster:

ARRA - Lead-Rased Paint Hazard Control in Privately-Owned Housing 14.907 545,369
Total Lead Hazard Control Cluster $545,369
CDBG - Stale-Administered Small Cities Program Cluster:

Community Development Block Grants/State’s Program and Non-Entitlement Grants in 14.226 27,976,343 27,224,749
Hawaii
ARRA - Community Development Block Grants/State’s Program and Non-Entitlement 14.255 1,729,686 1,574,084
Grants in Hawaii

Total DDBG - State-Administered Small Cities Program Cluster $29,708,02£ $28,798,833
indirect Award

Not Clustered
Healthy Homes Demonstration Grants 14.901 83,737

Total Not Clustered $83,737
CDBG State-Administered Small Cities Program Cluster:

Community Development Block Grants/State’s Program and Nen-Endgement Grants in 14.228 136,663
Hawaii

Total DDBG - State-Administered Smafl Cities Program Cluster $136,683
Total U, S, Department of Housing and Urban Development $99,818,836 $40,040,365
U. S, Deportment ol the Interior

Direct Award
Research and Development Programs Cluster:

Sur~ey of Potentially Toxic Metal Concentrations In Water[owl, Water, and Soil in Tri 15.000 15,497
State MiRing District (Kansas, Oklahoma, Missouri)
Sterling College/Chronic Wasting Disease - White Tail Deer - Kansas 15.000 10,573 8,998
Northern Playa Lakes Snowy Plover 15.000 4,675
National Register of Historic Places Evaluation of Selected Sites at Lovewe]l Reservoir 15.000 27,331
Jewell Cnty Ks
Evaluation of Success of Humpback Chub Translocation in Shinumo Creek 15.000 14,968
Modeling & Experimentation to Determine Effects of Land Terracing & Non-Federal 15.000 4~,408
Reservoirs on Water Supplies in Republican River Basin Above Hardy, NE
Cooperative Inspection Agreements with States and Tribes 15.222 186
Continued Archeological Investigations at Medicine Creek Reservoir, NE 15.503 2,063

(Continued)
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State of Kansas
Schedule of Expenditures qf Federal Awards

For the )’eat" Ended Jttne 30, 2010

Federal Grantor/Program
Fltlt~q passed

CFDA Number ]Sxpenditures to Subrecipient

Cultural Resources Management 15.511 19,270
Cooperative Endangered Species Conservation Fund 15.615 326,027
Migratory E~ird Monitt)dng, Assessment and Conservati~3~ 15,655 17,405
Assistance to State Water Resources Research Institutes 15.805 77,069 29,328
Cooperative Research Units Program 15.812 362,669
Historic Preservation Fund Grants-In-Aid 15.904 46,768

Total Research and Development Programs Cluster $965,909 $38,326
Not Clustered

Refuges and Wildlife US FWS t5.000 34,151
Lewis & Clark American Indian Diplomacy Symposia Record Processing and Curriculum 15.000 34,831
Proposal
FWS Bureau of Reclamation 15,000 308,036
National Fire Plan - Wildland Urban Interface Community Fire Assistance 15.228 17,482
RegulaSon of Sudace Coal Mining and Surface Effects of Underground Coal Mining 15.250 94,388
Abandoned Mine Land Reclamation (AMLR) Program 15.252 1,911,617
Water 2025 15.507
Fish and WildIife Coordination Act 15.517 50,000
Fish and Wildlife Management Assistance 15.608 34,505
Landowner Incentive Program 15.633 93,412
State Wi}dlife Grants 15.634 453,738 160,948
Migratory Bird Conservation 15.647 15,514
Historic Preservation Fund Grants In Aid 15.904 492,184 7,479
Outdoor Recreation-Acquisition, Development and Planning 15.9t 6 488,250

Total Not Clustered $4,028,089 $188,427
Fish and Wildlife Cluster:

Sport Fish Restoration Program 15.605 5,039,439 368,641
Wildlife Restoration 15.611 4,162,112 258,879

Total Fish and Wildlife Cluster $9,201,55t $625,520
Indirect Award

Research and Development Programs Cluster:
Cross-Valley Profiles and Mass Movement Hazards in DeglaciaterJ Canyons, Grand Teton 15.000 1,515
National Park
Troph]c Studies on Gila River 15.000 38,582
Quantifying Basal Resource Productivity of Native and Non-Native Fishes in Gila River 15.000 37,607
Basin Fish Assemblages
Fish and Wildlife Management Assistance "f5.608 18,886

Total Research and De velopment Programs Cluster $98,590
Not Clustered

National Cooperative Geologic Mapp}ng Program 15.810 7,887
Total Not Clustered $7,887

Total U. $. Department of the Interior $14,300,026 $832,273 -
U, S. Department of Justice

Direct Award
Research and Development Programs Cluster:

Comprehensive Approaches to Sex Offender Management Discretionary Grant (CASOM) 16.203 13,465
Part E - Developing, Testing and Demonstrating Promising New Programs !6.541 373,830

Total Research and Development Programs Cluster $387,295
Not Clustered

Marijuana Eradication 16.000 28,981
Sexual Assault Services Formula Program 16.017 24,126 19,732
Prisoner Reentry initiative Demonstration (Offender Reentry) 16.202 433,705 177,246
Comprehensive Approaches to Sex Offender Management Discretionary Grant (CASOM) 16.203 55,314
State Justice Statistics Programs (SJS) 16.500 46,474
Juvenile Acoout3tability Block Grants 16.523 427,473 35,482
Supervised Visitation, Safe Havens for Children 16.527 25,768 17,248

(Continued)
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State of Kaasas
Schedule of Expenditures of Federal Awards

For" the Year Ended June 30~ 20]0

Federal Grantor/Program CFDA Number Expenditures to Subrecipient

Juvenile Justice and Delinquency Prevention-Allocation to States 16.540 495,194 373,733
Title V-Delinquency Prevention Program 16.548 61,114 61,114
National Criminal History ImprovemenI Program (NCHIP) 16.554 250,174 36,219
National Institute of Justice Research, Evaluation, and Development Project Grants 16.560 195,101
Crime Victim Assistance 16.575 3,209,407 2,993,527
Crime Victim Compensation 16.576 1,172,686
Edward Byrne Memorial State and Local Law Enforcement Assistance 16.580 287,465
Edward Byme Memorial State and Local Law Enforcement Assistance Discretionary 16.580 103,710
Grants Program
ARRA Violence Against Women Formula Grants 16.588 473,907 331,168
Violence Against Women Formula Grants 16.588 1,145,436 916,169
Corn m unity-Defined Sol~lions to Violence Against Women Grant Program 16.590 165,924 110,253
Corrections-Training and Staff Development 16.601 13,895
Corrections-Research and Evaluation and Policy Formulation 16.602 18,098 18,098
State Criminal Alien Assistance Program 16.606 504,821
Bulletproof Vest Partnership Program 16.607 5,740
Project Safe Neighborhoods 16.609 66,092 66,092
Public Safety Partnership and Community Policing Grants 16.710 429,727 26,400
Juvenile Mentoring Program 16.726 153,616
Enforcing Underage Drinking Laws Program 16.727 254,320
Protecting Inmates and Safeguarding Comm unities Discretionary Grant Program 16.735 70,168
Edward Byrne Memorial Justice Assistance Grant Program 16.738 3,288,886 1,694,249
Forensic DNA 13acklog Reduction Program 16.741 24,051
Paul Coverdell Forensic Sciences Improvement Grant Program 16,742 98,084 66,552
Anti-Gang Ingialive 16.744 91,724 50,228
Convicted Offender and/or Arrestee DNA Backlog Reduction Program 16.748 241,304
Harold Rogers Prescription Drug Monitoring Program 16.754 21,521
ARRA - State Victim Assistance Formula Grant Program 16.801 10,099
ARRA State Victim Compensation Formula Grant Program 16.802 346,183
ARRA - Edward Byrne Memorial Juslice Assistance Grant (JAG) Program/Grants to 16.803 6,025,344 681,593
States and Territories
ARRA - Assistance to Rural Law Enforcement to Combat Crime and Drugs Competitive 16.810 2,152,686
Grant Program

Total Not Clustered $22,418,318 $7,675,100
Indirect Award

Not Clustered
Education, Training, and Enhanced Services to End Violence Against and Abuse of 16.529 47,174
Women with Disabilities
Violence Against Women Formula Grants 16.588 135,427
ARRA - Violence Against Women Formula Grants 16.588 36,270
Rural Domestic Violence, Dating Violence, Sexual Assault and Stalking Assistance 16.589 66,104
Program
Community-Defined Solutions to Violence Against Women Grant Program t6.590 11,204
Bullelproof Vest Partnership Program 16.607 3,940
Edward Byrne Memorial Justice Assistance Grant Program 16.738 261,058
ARRA - Edward Byrne Memorial Justice Assistance Grant (JAG) Program/Grants to 16.803 530,383
States and Territories

Total Not Clustered $1,091,560
Total U. S. Department of Justice $23,897,173 $7,875,100
U. S. Department of Labor

Direct Award
WIA Cluster:

ARRA - WIA Adult Program 17.258 3,077,782 2,445,135
WIA Adult Program 17.258 5,643,325 4,301,947
WIA Youth Activities 17.259 4,834,942 4,834,942
ARRA - WIA Youth Activities 17.259 4,261,352 4,170,055
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State of Kansas
Schedule of Expenditures of Federal A wards

For the Year Ended June 30, 2010

ARRA - WIA Dislocated Workers 17.260 3,018,128 2,844,361
WIA Dislocated Workers 17.260 4,889,174 4,626,912

Total WlA Cluster $25,724,703 $23,223,352
Not Clustered

Labor Force Statistics 17.002 1,064,786
Compensation and Working Canditions 17.005 94,452
Registered Apprenticeship and Other Training 17.201 140,212 8,711
ARRA - Unemployment Insurance 17.225 103,375,840
Unemployment Insurance 17.225 1,290,546,653
Senior Community Service Ernployment Program 17.235 1,096,014 1,083,853
ARRA - Senior Corn m unity Service Employment Program 17.235 144,773 144,773
Trade Adjustment Assistance 17.245 1,710,729 29,699
WIA Pilots, Demonstrations, and Research Projects 17.261 787,741
Work Incentive Grants 17.266 315,494
Incentive Grants -WIA Section 503 17.267 637,413 634,639
H-1B Job Training Grants 17.268 2,873,196 760,217
Work Opportunity Tax Credit Program (WOTC) 17.271 146,382
Temporary Labor Certification for Foreign Workers 17,273 130,470
ARRA - Program of Competitive Grants for Worker Training and Placement in High 17.275 3,786 400
Growth and Emerging Industry Sectors
Occupational Safety and Health-Susan Harwood Training Grants 17.502 80,390 1,873
Consultation Agreements 17.504 514,969
OSHA Data initiative 17.505 67,074
Transition Assistance Program 17.807 36,975

Total Not Clustered $1,403,767,349 $2,664,165
EmpJoyment Service Cluster:

ARRA - Employment Service/Wagner-Peyser Funded Activities 17.207 3,532,735 9,906
Employment Service/Wagner Peyser Funded Activities 17.207 4,373,754 17,741
Disabled Veterans’ Oulreach Program (DVOP) 17.801 865,711
Local Veterans’ Employment Representative Program 17.804 739,856

"~otal Employment Service Cluster $9,512,056 $27,647
Indirect Award

WIA Gtuster:
WIA Youth Activities 17.259 56,185

Total WIA Cluster $56,185
Total U. $, Department of Labor $1,43g,060,293 $25,915,164
U. S. Department of State

Indirect Award
Research and Development Programs Cluster:

Fe!lowship for a PhD Program Ior Dennis Odnoshevskiy 19.000 12,324
Total Research and Development Programs Cluster $12,324

Total U. S, Department of State $12,324
U. S. Department of Transportation

Direct Award
Transit Services Programs Cluster:

Capital Assistance Program for Elderly Persons and Persons with Disabilities 20.513 816,253
Job Access Reverse Comrnute 20.516 18,096
New Freedom Program 20.521 383,840

Total Transit Services Programs Cluster $1,218,189
Research and Development Programs Cluster:

University Transportation Center Tier II 20.000 352,831
Enhancernent of Transportation Research at Kansas State University 20.000 1,328
Aviation Research Grants 20.108 1,107,449
Air Transportation Centers of Excellence 20.109 1,540,635

(Continued)
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State of Kansas
Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2010

Fttnds passed
Federal Grantor/Program CFDA Number Expenditures to Subrecipient

Public Transportation Research 20.5!4 175,000
Total Research and Development Programs Cluster $3,177,244
Not Clustered

NHTSA FARS 20.000 773,981 112,527
Airport Improvement Program 20.106 545,094
National Motor Carrier Safety 20.218 3,381,078
Pedormance and Registration Information Systems Managemenl 20.231 48,812
Commercial Driver License State Programs 20.232 338,595
Safety Data Improvement Progzam 20.234 3£3,760
Commercial Vehicle Information Systems and Networks 20.237 34,561
Metropolitan Transportation Planning 20,505 2,476,583
ARRA - Formula Grants for Other Than Urbanized Areas 20.509 3,973,427
Formula Grants for Other Than Urbanized Areas 20.509 8,468,924
State Planning and Research 20.515 134,467
National Highway Traffic Safety Administration (NHTSA) Discretionary Safety Grants 20.6!4 106,707
Pipeline Safety Program Base Grants 20,700 628,109
Interagency Hazardous Materials Public Sector Training and Planning Grants 20.703 362,994
State Damage Prevention Program Grants 20.720 84,816
PHMSA Pipeline Safety Program One Call Grant 20.721 45,000

Total Not Clustered $19,796,908 $112,527
Highway Safety Cluster:

State and Community Highway Safety 20.600 3,246,719
Alcohol Impaired Driving Countermeasures Incentive Grants I 20.601 737,284
State Traffic Safety Information System Improvement Grants 20.610 179,500
Incentive Grant Program to Prohibit Racial Profiling 20.611 128,884
Incentive Grant Program to Increase Motorcyclist Safety 20.612 40,663
Child Safety and Child Booster Seats Incentive Grants 20.613 149,856

Total Highway Safety Cluster $4,482,908
Highway Planning and Construction Cluster:

ARRA - Highway Planning and Construction 28.205 98,596,171
Highway Planning and Construction 20.205 338,231,427
Recreational Trails Program 20.219 663,462 633,462

Total I-Iighway Planning and Construction Cluster $437,491,060 $633,462
Federal Transit Cluster:

Federal Transit-Capital Investment Grants 20.500 3,852,576
Total Federal Transit Cluster $3,852,576

Indirect Award
Research and Development Programs Cluster:

Air Transportation Centers of Excellence 20.109 20,264 20,264
Biobased Transportation Research 20.761 137,650
Research Grants 20.762 33,943

Total Research and Development Programs Cluster $191,857 $20,264
Highway Safety Cluster:

Atcohol Impaired Driving Countermeasures Incen0ve Grants I 20.601 95,156
Total Highway Safety Cluster $95,156
Highway Planning and Construction CIL~ster:

Highway Planning and Construction 20.205 233,375
ARRA - Highway Planning and Construction 20.205 83,745

Total Highway Planning and Construction Cluster $317,120
Total U. S. Department of Transportation $470,623,016 $766,253
U. S. Equal Employment Opportunity Commission

Direct Award
Not Clustered

Employment Discrimination-Stale and Local Fair Employment Practices Agency Contracts 30.002 322,539

(Continued)
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For the ]’eat" Ended June 30, 2010

FederaI Grantor/Program
Funt~ passed

CFDA Number Expenditures to Subrecipient

Total Not Clustered
Total U. S. Equal Employment Opportunity Commission
U, S. General Se~ices Administration

Direct Award
Not CJustered

HAVA Title I - "early money"
Total Not Clustered

Non-Monetary Award
Not Clustered

Donation of Federal Surplus Personal Property
Total Not Clustered

Total U. S. General Services Administration
Library of Congress

Indirect Award
Not Clustered

Proiect History Lab
Total Not Clustered

Total Library of Congress
National Aeronautics and Space Administration

Direct Award
Research and Development Programs Cluster:

Determination of Bone Marrow Macrophage Phenotype in Space
Research Opportunities in Space & Earth Science
Aerospace Education Services Program

Total Research and Development Programs Cluster
Not Clustered

Aerospace Education Services Program
Total Not Clustered

Indirect Award
Research and Development Programs Cluster:

Micro-Geometry of 3-D Woven SfC and Carbon Fiber Preforms
Aerospace Education Services Program
Technology Transfer

Total Research and Development Programs Cluster
Total National Aeronautics and Space Administration
Institute of Museum and Library Services

Direct Award
Not Clustered

Grants to States
National Leadership Grants

Total Not Clustered
Total Institute of Museum and Library Services
National Endowment for the Humanities

Direct Award
Research and Development Programs Cluster:

Promotion of the Humanities-Office of Digital Humanities
Total Research and Development Programs Cluster
Not Clustered

Growing Up Artsmart at Beach Museum of Art
Growing Up Artsmart at Beach Museum of Art Robert Lang Insect Origami
Beach Museum of Art FY10 General Operating Support
Adist Residency of Dan Snow
Promotion of the Arts-Grants to Organizations and Individuals

(Continued)

39.011

39.003

42.000

$322,539
$322,539

25,381
$25,381

1,587,365 1,703,382
$1,587,365 $1,703,362
$1,612,746 $1,703,362

11,648
$11,648
$11,648

43,000 53,949
43.000 41,522
43,001 803,138 210,789

$898,609 $210,789

431001

43.000
43.001
43.002

45.310
45.312

45.169

45.000
45.000
45.000
45.000
45.024

388,729 110,954
$388,729 $110,954

8,027
12,390

$30,929
$1,318,287 $321,743

1,544,830 751,532
23,572

$1,568,402 $751,532
$1,568,402 $751,532

13,569
$13,569

5,327
6,400
6,067
1,209

25,621
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Schedule of Expenditures of Federal A wards

For the Year Ended Jttne 30, 2010

Fund~ passed
Federal Grantor/Program CFDA Nt~mber Expenditures to Subreciplent

ARRA - Promotion of the Arts-Partnership Agreements 45.025 301,700 262,556
Promotion of the Arts-Partnership Agreements 45.025 732,886 226,106
Promotion of the Humanities-Public Programs 45.164 2,500
Laura Rush 21 sl Century Librarian Program 45.313 102,165

Total Not Clustered $1,183,875 $488,682
Indirect Award

Not C)ustered
Promotion of the Arts-Partnership Agreements 45.025 8,835
Promotion of the Humanities-Federal/State Partnership 45.129 8,760
Museums for Am erica 45.301 14,314

Total Not Clustered $31,909
Total National Endowment for the Humanities $1,229,353 $488,662
National Labor Relations Board

Indirect Award
Not Clustered

Kansas Digital Newspaper Project 46.I66 5t,687
Total Not Clustered $5I ,887

Total National Labor Relations Board $51,887
National Science Foundation

Direct Award
Research and Development Programs Cluster:

Engineering G rants 47.041 2,044,194 35,293
Collaborative Research: Metabslumic ProfiJing and Functions of Oxidized Membrane 47.047 48,735
Lipids in Plant Stress Responses
Mathematical and Physical Sciences 47.049 1,441,727
Geosciences 47.050 73,246
Computer and Information Science and Engineering 47.070 591,902
Biological Sciences 47.074 3,423,105 463,222
Social, Behavioral, and Economic Sciences 47.075 522,211
Education and Human Resources 47.076 1,986,099 3,300
ARRA - Trans-NSF Recovery Act Research Support 47.082 645,991
Synthesis of Nansporous Materials in Ionic Liquids: Fundamental Study of Solvent’s Role 47.401 3,105

Total Research and Developrnenl Programs Cluster $10,780,315 $501,815
Not Clustered

Education and Human Resources 47.076 237,639
Total Not Clustered $237,639

indirect Award
Research and Development Programs Cluster:

Great Plains Environment for Network Innovation 47,000 14,526
Whispering Gallery Microtasers Using Semiconductor Nanoparticles 47.000 13,551
Agroecolog[cal Annola8on of Gene Function and Computational Analysis of Gone 47.000 87,667
Networks
Molecular Evolutionary Ecology of Developmental Signaling Pathways 47.000 20,865
Oklahoma EPSCOR Evaluation 47.00g 66,860
Processing Genetically Engineered Biomass to Obtain Optimal Enzymatic Digestion of 47,000 5,453
Cell Wall Polysaccharides in Cellulosic Biofuel Production
Quarknet 47.000 240
Engineering Grants 47.041 165,406
Computer and Information Science and Engineering 47.070 3,431
Biological Sciences 47.074 1,006,371 65,517
Education and Human Resources 47.076 598,812 50
International Science and Engineering (elSE) 47.079 £2,634
Office of Cyberinfrastructure 47.080 20,670
Office of Experimental Program to Stimulate Competitive Research 47.081 630,383 61,889
ARRA - Trans NSF Recovery Act Research Support 47.082 74,016

(Continued)
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For the }’eat" Ended June 30, 2010

Funds passed
Federal Grantor/Program CFDA Number Expenditttres to Sttbrecipient

Total Research and Development Programs Cluster $2,800,885 $127,456
Not Clustered

Gaosciences 47.050 22,879
Total Not Clustered $22,879

Total National Science Foundation $13,841,718 $629,271
U. S. Small Business Administration

Direct Award
Not Clustered

KTEC Pipeline Entrepreneurial Fellowship Program 59.000 188,237
Small Business Development Centers 59.037 984,038 313,394

Total Not Clue tered $1,172,275 $313,394
Total U. S. Small Business Administration $1,172,275 $313,394
U. S. Department of Veterans Affairs

Direct Award
Research and Development Programs Cluster:

Midwest Universities Radon Censor[lure at Kansas State University National Radon 64.000 44,730
Program Services

Total Research and Development Programs Cluster $44,730
Not Clustered

Veterans State Domiciliary Care 64.014 1,263,617
Veterans State Nursing Home Care 64.015 3,712,947
State Cemetery Grants 64.203 114,722

Total Not Clustered $5,091,286
Total U. S. Department of Veterans Affairs $5,136,016
Environmental Protection Agency

Direct Award
Research and Development Programs Cluster:

Surveys, Studies, Research, Investigations, Demonstrations and Special Purpose 66.034 156,916 36,00[3
Activities Relating to the Clean Air Act
Community Action for a Renewed Environment (CARE) Program 66.035 47,333
Regional Environmental Priority Projects 66.111 35,451
Environmental Finance Center Grants 66.203 12,735
Regional Wetland Program Development Grants 66.461 120,093
Office of Research and Development Consolidated Research/Training/Fellowships 66.511 68,249
Brownfields Training, Research, and Technical Assistance Grants and Cooperative 68.814 474,13g 9,634
Agreements

Total Research and Development Programs Cluster $914,966 $45,634
Not Clustered

Air Pollution Control Program Support 66.001 918,322 1,500
State Indoor Radon Grants 68.032 152,365
Surveys, Studies, Research, Investigations, Demonstrations and Special Purpose 66.034 299,563
Activities Relating to the Clean Air Act
National Clean Diesel Emissions Reduction Program 66.039 25,690 5,438
ARRA- National Clean Diesel Emissions Reduction Program 66.039 367,610 267,573
ARRA - State Clean Diesel Grant Program 66.040 827,471 537,081
State Clean Diesel Grant Program 66.040 101,233 96,344
Congressionally Mandated Projects 66.202 1,945
Water Pollution Control State, interstate, and Tribal Program Support 66.419 417,982
State Underground Water Source Protection 86.433 351,250
Targeted Watersheds Grants 66.439 292,422 243,967
ARRA - Water Quality Management Planning 66.454 325,267
Water Quality Management Planning 66.454 95,162
Capitalization Grants for Clean Water State Revolving Funds 66,458 11,223,455
ARRA - Capitaliza0on Grants for Clean Water State Revolving Funds 66.458 13,296,361

(Continued)
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Schedule of Expenditures of Federal A wards

For the Year Ended June 30, 2010

Funds passed
CFDA Number Expenditures to Subrecipient

Noqpoint Source Implementation Grants 66.460 4,703,971 1,784,617
Regional Wetland Program Development Grants 66.461 11,689
Wastewater Operator Training Grant Program 66.467 I2,075
Capitalization Grants for Drinking Water State Revolving Funds 66.468 7,708,075
ARRA - Capitalization Grants for Drinking Water State Revolving Funds 66.468 9,454,511
Hardship Grant Program for Rural Communities 66.470 125
State Grants to Reimburse Operators of Small Water Systems for Training and 66.471 262,761
Cedilication Costs
Water Protection Grants to the States 66.474 136,604
Performance Partnership Grants 66.605 4,651,772
Operational Process for EPA Radiation and Indoor Environments Laboratory 66.607 20,904
Environmental Professional Student Intern Program
Environmental Information Exchange Network Grant Program and Related Assistance 66.608 107,644
TSCA Title IV State Lead Grants Certification of Lead-Based Paint Professionals 66.707 380,046
Pollution Prevention Grants Program 66.708 110,438
MugPMedia Capacity Building Grants fo~ States and Tribes 66.709 1,517
Source Reduction Assistance 66.717 48,112
Hazardous Waste Management State Program Support 66.801 1,053,716
Superfund State, Political Subdivision, and Indian Tribe Site Specilic Cooperative 66.802 764,349
AgreemenIs
Underground Storage Tank Prevention, Detection and Compliance Program 66.804 354,126
Leaking Underground Storage Tank Trust Fund Corrective Action Program 66.805 637,654
ARRA Leaking Underground Storage Tank Trust Fund Corrective Action Program 66.805 602,876
Headquarters and Regional Underground Storage Tanks Program 68.816 17,788
State and Tribal Response Program Grants 68.817 1,098,405
Brownfields Assessment and Cleanup Cooperative Agreements 68.818 55,863

Total Not Clustered $80,799,099 $2,936,520
indirect Award

Research and Development Programs Cluster:
Johns Hopkins Particulate Matter Research Center 68.000 1,697
Gissa[ WRAPS Memorandum of Agreement 68.000 98,076
Support For Six TOSC/TOSNAC Communities-Task Order Agreement 68.000 4,274
Surveys, Studies, Research, Investigations, Demonstrations and Special Purpose 66.034 698
Activities ReJating to the Clean Air Act

Total Research and Development Programs Cluster $--104,715_
Not Clustered

Developing Tools For Community Hazardous Wasle Management 65.000 420
State Indoor Radon Grants 66.032 10,500

Total Not Clustered $10,920
Total Environmental Protection Agency $61,82£,700 $2,982,154
U. S. Department ot Energy

Direct Award
Research and Development Programs Cluster:

Advanced Marshals and Processes for High-Energy-Resolution Room-Temperature- 81.000 19,232
Operated Gamma Ray Spectrometers
Experimental Development and Demonstration of Ullrasonic Measurement Diagnostics far 81.000 81,075 81,075
Sodium Fast Reactor Thermohydraulics
Office of Science Financial Assistance Program 81.049 4,176,692 55,862
Renewable Energy Research and DeveJopment 81.087 480,400
Fossil Energy Research and Development 81.08£ 147,278 25,000
Defense Nuclear Nonproliferation Research 81.113 144,575
University Reactor infrastructure and Education Support 81.114 128,142
Nuclear Energy Research, Developmenl and Demonstration 81.121 26,342

Total Research and Development Programs Cluster $5,203,736 $161,937
Not Clustered

ARRA State Energy Program 81.041 1,750,9£8

(Continued)
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Federal Grantor/Program
Funds passed

CFDA Nttmber Expenditures to Sttbrecipient

State Energy Program 81.041 218,630
Weatherization Assistance for Low Income Persons 81.042 2,943,767 2,726,098
ARRA - Weatherization Assistance for Low-Income Persons 81.042 16,118,570 14,213,278
Energy Efficiency and Renewable Energy Information Dissemination, Ot~treach, Training 81.117 8,844
and Technical Analysis/Assistance
ARRA - Electricity Delivery and Energy Reliability, Research, Development and Analysis 81.122 98,544
ARRA - Energy Efficient Appliance Rebate Program (EEARP) 81.127 2,304,989
ARRA - Energy Efficiency and Conservation Block Grant Program (EECBG) 81.128 99,988

Total Not Clustered $23,544,330 $16,939,376
Indirect Award

Research and Development Programs Cluster:
Bipolar Electrodialysis For Enzymatic Carbon Dioxide Removal From Flue Gas 8!.000 7,283
Advanced Memory Subsystem Research 81.000 6,974
Electrical Testing and Characterization of Thin Capacftors on Low Temperature Co-Fired 81.000 4,525
Ceramic (LTCC)
Design & ~mplementation of Remediation Technologies 81.000 1,412
Voluntary Security Enhancements For Research and Test Reactor at Kansas State 81.000 323,487
University
Modeling and Mapping Land Management and Net Carbon Emissions: Decision Support 81,000 26,629
for Biofuels and Carbon Management on U.S. Agricultural Lands
Temporary Supper[ For Dr. Dime Onoprienko For Purpose ol Developing and Refining 81,000 25,054
Silicon Detector
Sandia Turbosip 81.000 40,000
RFIC Development in Peregrine SOS Phase I 81.000 98,823
Research in RFIC Design and LTCC Filter Implementations, Phase I FY2010 and Phase 81.000 57,179

Research in FractionaI-N Synthesizer Design and LTCC ;nductor Per[ormance, Phase II 81.000 18,505
Novel Platform For Enhanced Membrane Reactors For Homogeneous Catalysys 81.000 71,057
Coordination o1 U.S. CMS Research Effort at LHC Physics Center in Area of Dilel3tons 81.000 5,000
Guest Scientist Appointment of Dr. Dmitri Bandurin-Fermilab 81.000 16,769
Wind For Schools Wind Application Center: Kansas 81.000 32,792
Interface Development for Thermal Battery Models 81,000 10,70I
Interface Board Repair 81.000 1,559
Integrated Firing-System/initiation-Train Modeling Enhancement 81.000 39,134
High Temperature Membrane Reactors 81.000 26,102
Office of Science Financial Assistance Program 81.049 55,988
Regional Biomass Energy Programs 81.079 73,121
Conservation Research and Development 81.086 3,525
Renewable Energy Research and Development 81.087 80,385
Fossil Energy Research and Development 81.089 4,624

Total Research and Development Programs Cluster $1,030,608
Not Clustered

Communication and Controls Development 81.000 33,831
Afghanistan and Iraqi Engagement (Pr1005844) 81.000 164,972

Total Not Clustered $198,803
Total U. $. Departraent of Energy $29,977,477 $17,101,313
U. S. Department of Education

Direct Award
Vocational Rehabilitation Cluster:

Rehabilitation Services-Vocational Rehabilitation Grants to States 84.126 28,804,816
ARRA - Rehabilitation Services-Vocational Rehabilitation Grants to States 84.390 5,665

Total Vocational Rehabtfitafion Cluster $28,810,481
TRIG Cluster:

TRIO-Student SL~pport Services 84.042 1,651,193
TRIO-Talent Search 84.044 787,318
TRIO-Upward Bound 84.047 2,913,249

(Continued)
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Federal Grantor/Program

TRIO-Educational Opportunity Centers 84.066 274,825
TRIO-McNair Post-Baccalaureate Achievement 84.217 519,386

Total TRIO Cluster $6,145,971
Title I, Part A Cluster:

Title I Grants to Local Educational Agencies 84.010 96,721,725 94,820,018
ARRA - Title I Grants to Local Educational Agencies 84.389 28,401,369 28,401,369

Total Title I, Part A Cluster $125,123,094 $123,221,387
Student Financial Aid Cluster:

Federal Supplemental Educationa~ Opportunity Grants 84.007 2,283,730 197,739
Federal Family Education Loans 84.032 56,132,958 34,180,754
ARRA - Federal Work Study Program 84.033 599,488 83,271
Federal Work-Study Program 84.033 3,771,693 346,535
Federal Perkins Loan Program-Fedora! Capital Contributions 84.036 79,3 t 6,975
Federal Peil Grant Program 84.063 72,569,814 8,846,734
Federal Direct Student Loans 84.268 286,763,127
Academic CompetiBveness Grants 84.376 1,511,729
National Science and Mathematics Access to Retain Talent (SMART) Grants 84.376 1,732,917

Total Student Financial Aid Cluster $495,682,431 $43,655,033
State Fiscal Stabilization Fund Cluster:

ARRA - State Fisca! Stabilization Fund (SFSF)-Education State Grants 84.394 250,135,056 224,642,703
ARRA - State Fiscal Stabilization Fund (SFSFt-Government Services 84.397 40,43B,595

Total State Fiscal Stabilization Fund Cluster $290,573,651 $224,642,703
Special Education Cluster (IDEA):

Special Education-Grants to States 84.027 104,160,796 100,027,374
Special Education-Preschool Grants 84.173 3,733,456 3,596,328
ARRA * Special Education-Grants to States 84.391 54,173,489 54,156,151
ARRA - Special Education-Preschool Grants 84.39-2 2,343,971 2,343,428

Total Special Education Cluster (IDEA) $164,411,682 $160,123,281
Research and Development Programs Cluster:

Overseas Programs - Group Projects Abroad 84.021 81,176
Fund for the Improvement of Postsecondary Education 84.116 159,501
ARRA - Fond for the Improvement of Postsecondary Education 84.116 190,000
Graduate Assistance in Areas of Nationa] Need 84.200 29,045

Total Research and Development Programs Cluster $489,722
Not Clustered

Adult Education - Basic Grants to States 84.002 3,499,562 3,064,125
Civil Rights Training and Advisory Services 84.004 728,893
Migrant Education-State Grant Program 84.011 11,513,971 10,515,470
Title I Program for Neglected and Delinquent Children 84.013 445,929
Undergraduate International Studies and Foreign Language Programs 84.016 134,926
Career and Technical Education - Basic Grants to States 84.048 12,190,775 10,367,676
Leveraging Educational Assistance Partnership 84.069 795,755 495,388
Fund for the Improvement of Postsecondary Education 84.116 230,459
Migrant Education-High School Equivalency Program 84.141 417,873 164,336
Migrant Education-Coordinagon Program 84.144 85,847 70,488
Migrant Education-College Assistance Migrant Program 84.149 254,691 25,055
Business and/ntema6ona/Education Proiects 84.153 3
RehabiIitation Services-Independent Uving Services for Older Individuals Who are Blind 84.I77 91,387
Byrd Honors Scholarships 84.185 344,500 344,500
Safe and Drug-Free SchooIs and Communities State Grants 84.186 2,208~972 2,061,964
Supported Employment Services for Individuals with Signi0cant Disabilities 84.187 300,410
Adult Education-National Leadership Activities 84.191 !91,058 191,032
Bilingual Education-Professional Development 84.195 286,752
Project ADVOCATE 84.195 281,123
Project CARE 84.195 3,093

(Continued)
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Project MERIT 84.195 279,732 115,385
Project PEER 84.195 275,376
Project PULSE 84.195 312,109
P roiect SOAR 84.195 310,846
Project TEACH 84.195 283,045
Graduate Assislance in Areas of National Need 84.200 50,Q20
Fund for the Improvement of Education 84.215 94,915
Rehabilitation Services Demonstration and Training Programs 84.235 41,472
Tech-Prep Education 84.243 610,816 509,587
Rehabilitation Training-State Vocational Rehabilitation Unit In-Service Training 84.265 17,844
Title II-A Teacher Quality 84.281 12,722 12,722
Char’or Schools 84.282 1,923,959 1,819,727
Twenty-First Century Community Learning Centers 84,287 1,955,341 1,633,523
State Grants for Innovative Programs 84.298 105,855 65,859
Special Education - State Personnel Development 84.323 1,062,276 636,801
Special Education - Personnel Development to Improve Services and Results for Children 84.325 400,245
with Disabilities
Special Education-Technical Assistance and Dissemination to Improve Services and 84.326 24,812
Results for Children with Disabilities
Advanced Placement Program (Advanced Placement Test Fee; Advanced Placement 84.330 448,198 223,279
Incentive Program Grants)
Grants to States for Workplace and Community Transition Training for Incarcerated 84.331 82,729
Individuals
Gaining Early Awareness and Readiness for Undergraduate Programs 84.334 813,909
Child Care Access Means Parents in School 84.335 10,883
Teacher Quality Partnership Grants 84.336 883,489 142,992
Transition to Teaching 84.350 330,649 115,672
Reading First State Grants 84.357 2,985,812 1,984,659
Rural EducaSon 84.358 233,825 222,441
English Language Acquisition Grants 84.365 3,451,632 3,251,032
Mathematics and Science Partnerships 84.366 693,681 324,837
Improving Teacher Quality State Grants 84,367 21,372,415 19,684,303
Grants for State Assessments and Related Activities 84.369 4,495,704
Statewide Data Systems 84.372 2,014,585
School Improvement Grants 84.377 1,302,721 200,221
College Access Challenge Grant Program 84.378 666,466 68,040
Teacher Education Assistance for College and Higher Education Grants (TEACH Grants} 84.379 442,522
National Assessment of Educational Programs 84.902 87,140

Total Not Clustered $82,083,722 $58,310,914
Independent Living Cluster

Independent Living-State Grants 84.169 258,631 227,194
ARRA - Independent Living-State Grants 84.398 8,280 8,280

Total Independent Living Cluster $266,9! 1 $235,474
Educational Technology State Grants Cluster

Education Technology State Grants 84.318 1,721,884 1,594,551
ARRA - Education Technology State Grants 84.386 2,028,159 2,026,159

Total Educational Technology State Grants Cluster $3,748,043 $3,620,710
Education of Homeless Children and Youth Clusler

Education for Homeless ChiJdrer~ and Youth 84.198 439,601 367,549
ARRA - Education for Homeless Children and Youth 84.387 279,244 279,244

Total Education of Homeless Children and Youth Cluster $718,845 $849,793
Early Intervention Services (IDEA) Cluster:

Special Education-Grants for Infants and Families 84.181 3,924,203 2,482,712
ARRA - Special Education-Grants for Infants and Families 84.393 1,581,227 1,120,465

Total Early Intervention Services (IDEA) Cluster $5,505,430 $3,603,177
Indirect Award

(Continued)
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Fnnds passed
Federal Gratdor/l’rogram CFDA Nttlnber Expenditures to Subrecipient

Special Education Cluster (IDEA):
Special Education-Grants to States
Special EducatiomPreschool Grants
ARRA - Special Education-Grants to States
ARRA - Special Education-Preschool Grants

Total Special Education Cluster (IDEA)
Research and Development Programs Cluster:

Kansas State University (KSU) Kazakhstan Civic Education Partnership/Exchange
Evaluation of Lis~ro! Sharp and Ready: Strategies for ELL Student Success
Fund tot the Improvement of Postsecondary Education
Education Research, Development and Dissemination
Special Education - Personnel Development to Improve Services and Results for Children
with Disabilities

Total Research and Development Programs Cluster
Not Clustered

We The People: Kansas
Kansas State Dept. of Education Mathematics and Science Partnership Program
Kansas We The People Institute
Kansas-We The People: The Citizen and The Constitution
Parent Involvement Curriculum Enhancement Project
Family and Parent Involvement - Curriculum Enhancement Initiative
Civic Education - Cooperative Education Exchange Program
Parental Information and Resource Centers
Transition to Teaching
Improving Teacher QuaJity State Grants
Flint Hills Writing Project
South Central Kansas Writing Project

Total Not Clustered
Total U. S. Department of Education
Millennium Challenge Corporation

Indirect Award
Research and Development Programs Cluster:

Morris K. Udall Fellowship Program
Total Research and Development Programs Cluster

Total Millennium Challenge Corporation
National Archives and Records Administration

Indirect Award
Not Clustered

National Historical Publications and Records Grants
Total Not Clustered

Total National Archives and Records Administration
U. S. Election Assistance Commission

Direct Award
Not Clustered

Helg America Vote Act Requirements Payments
Total Not Clustered

Total U. S. Election Assistance Commission
U. S. Department of Health and Human Services

Direct Award
TANF Cluster:

Temporary Assistance for Needy Families
ARRA - Emergency Contingency Fund for Temporary Assistance for Needy Families
(TANF) State Program

Total TANF Cluster

(Continued)

84.027 114,931
84.173 6,205
84,391 12,908
84.392 543

$134,587

84.000 59,373 36,550
84.000 22,000
84.116 17,853
84.305 89,474
84.325 7,165

$195,875 $36,550

84.000 4,133
84.000 210,971
84.000 13,780
84.000 22,524
84.000 5,494
84.000 2,552
84,304 8,278
84.310 4,205
84.350 89,769
84.367 1,903
84.928 39,975
84.928 36,512

$440,096
$1,204,300,541 $818,096,022

85.401 13,729
$13,729
$13,729

89.003 60,000
$6O,OOO
$60,000

90.40I 1,020,166 16,920
$1,020,166 $16,920
$1,020,166 $16,920

93.558 110,128,932 2,180,452
93.714 7,888,462

$118,017,394 $2,180,452
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State of Kansas
Schedule of Expenditures of Federal Awards

For the }’eat" Ended June 30, 2010

Federal Grantor]Program
Fttnds passed

CFDA Nttmber Expenditures to Subrecipient

Student Financial Aid Cluster:
Health Professions Student Loarts, Including Primary Care Loans/Loans for 93.342 543,835
Disadvantaged Students
Nursing Student Leans 93.364 268,930
Scholarships for Health Professions Students from Disadvantaged Backgrounds 93.925 45,459

Total Student Financial Aid Cluster $858,224
Research and Development Programs Cluster:

IPA for Weniun Ma 93.000 25,599
Di-lndolylm ethane,WS#45 93.000 544,596
IPA for Deborah Clouser 93.000 26,589
Research Related to Deafness and Communication Disorders 93.173 555,745
Mental Health Research Grants 93.242 82,459
Substance Abuse and Mental Health Services-Projects of Regional and National 93.243 37,131
Significance
Alcohol Research Programs 93.273 117,395
Drug Abuse and Addiction Research Programs 93.279 174,318 60,888
Short-Term Training in Health Professional Schools 93.305 71,995
National Center for Research Resources 93.389 2,844,222
Cancer Treatment Research 93.395 122,391
Child Suppor~ Enforcement Research 93.564 4,223
Trans-NIH Recovery Act Research Support 93.701 ~,163,723 34,703
Cardiovascular Diseases Research 93.837 198,453
Allergy, Immunology and Transplantation Research 93.855 2,772,310 183,183
Biomedical Research and Research Training 93.859 1,056,139 63,542
Neuroendocrine-Modulated Epithelial CHO3-Transport 93.864 288,131
Child Health and Human Development Extramural Research 93.865 255,748
Aging Research 93.866 1,405,389 498,408
Vision Research £3.867 355,658
Health Care and Other Facilities 93.887 92,679
Family and Community Violence Prevention Program 93.910 90,353 65,000

Total Research and Development Programs Cluster $12,085,248 $905,724
Net Clustered

Compassion Capital Fund 93.009 573,666 246,480
Special Programs for the Aging-Title VII, Chapter 3-Programs for Prevention of Elder 93.041 55,422 55,421
Abuse, Neglect, and Exploitation
Special Programs for the Aging-Ti6e VII, Chapter 2-Long Term Care Ombudsman 93.042 149,041
Services for Older Individuals
Special Programs for the Aging-Title Ill, Part D-Disease Prevention and Health Promotion 93.043 214,451 213,903
Services
Special Programs for the Aging-Title IV and Title II-Discretionary Projects 93.048 190,905
Alzheimer’s Disease Demonstration Grants 1o States 93.051 27,987 24,64£
National Family Caregiver Support, Title Ill, Pa~l E 93.052 1,495,042 1,380,687
Public Health Emergency Preparedness 93.069 16,248,149 720,651
Medicare Enrollment Assistance Program 93.07I 41,455 41,455
Enhance the Safety of Children Affected by Parental Methamphetamine or Other 93,087 619,040
Substance Abuse
Emergency System tot Advance Registration el Volunteer Health Professionals 93.089 59,486
Food and Drug Administration Research 93.103 2,856
Maternal and Child Health Federal Consolidated Programs 93.110 524,140 132,272
Projecl Grants and Cooperative Agreements for Tuberculosis Control Programs 93,116 393,827
Emergency Medical Services for Children 93.127 138,176 5,000
Cooperative Agreements to States/Territories for the Coordination and Development of 93.130 117,955
Primary Care Offices
injury Prevention and Control Research and State and Community Based Programs 93.135 529,921 122,555
Projects lor Assistance in Transition from Romelessness (PATH) 93.150 367,956 367,956
Disabilities Prevention 93.184 280,904

(Continued)
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State of Kansas
Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2010

Fun&~ passed
Federal Grantor/Program CFDA Number Expenditures to Subrecipient

Childhood Lead Poisoning Prevention Projects-State and Local Childhood Lead Poisoning 93.197 193,484 4,000
Prevention and Surveillance of Blood Lead Levels in Children
Family Planning Services 93.217 2,869,211 376,926
Traumatic Brain Iniury State Demonstration Grant Program 93.234 142,782
Abstinence Education Program 93.235 27,865 3,361
Grants for Dental Public Health Residency Training 93.236 312,215 99,000
State Rural Hospital Flexibility Program 93.241 642,50£
Substance Abuse and Mental Health Services-Projects of Regional and National 93.243 3,246,918 2,570,197
Significance
Universal Newborn Hearing Screening 93.251 276,163 76,530
State Heal[h Access Program 93.256 804,354
Nurse Faculty Loan Program (NFLP) 93.264 61,074
Centers for Disease Control and Prevention-Investigations and Technical Assistance 93.283 7,634,592 264,931
Small Rural Hospital Improvement Grant Program 93.301 826,219 705,574
Advanced Nursing Education Traineeships 93.358 111,454
Cancer Treatment Research 93.395 57,006
ARRA - State Primary Care Offices 93.414 14,973
Food Safety and Security Monitoring Project 93.448 60,307
Ruminant Feed Ban Support Project 93.449 190,940
Promoting Safe and Stable Families 93.556 2,127,713
ARRA ~ Child Support Enforcement 93.563 9,391,026
Child Support Enforcement 93.563 38,781,096
Refugee and Entranl Assistance-Sta~e Administered Programs 93.566 1 ,o41,474 251,873
Low-Income Home Energy Assistance £3.568 34,082,774 1,950,166
Refugee and Entrant Assistance-Discretionary Grants £3.576 41,946
State Court Improvement Program 93.586 564,760
Community-Based Child Abuse Prevention Grants 93.590 824,130 703,311
Grants to States for Access and Visitation Programs 93.597 100,247 99,282
Chafee Education and Training Vouchers Program (ETV) 93.599 493,824
Adoption Incentive Payments 93.693 754,291 88,161
Voting Access for Individuals with Disabilities-Grants to States 93.617 34,563
Developmental Disabilities Basic Support and Advocacy Grants 93.630 611,318 253,628
Children’s Justice Grants to States 93.643 170,070 89,215
Child Welfare Services-State Grants 93.645 2,712,870
Foster Care Title IV-E 93.658 27,541,043 149,740
ARRA - Foster Care-Title IV-E 93.658 1,269,296 3,383
ARRA - Adoption Assistance 93.659 1,453,426
Adoption Assistance 93.659 14,893,235
Social Services Block Grant 93.667 22,119,584
CN~d Abuse and Neglect State Grants 93.669 4~2,692 66,257
Family Viotence Prevention and Services/Grants for Battered Women’s Shelters-Grants to 93.671 1,113,467 1,066,551
States and Indian Tribes
Chafee Foster Care Independence Program £3.674 1,495,231 315,587
ARRA - Preventing Heaghcare-Associated Infections 93.717 72,389
ARRA - State Grants to Promote Health Information Technology 93.719 174,737
ARRA - Survey and Cenidcat]en Ambulatory Surgical Center Hea£hcare-AssecJaled 93.720 58,665
Infection {ASC-NAI) Prevention Initiative
ARRA - Prevention and Wellness-State, Terdtodes and Pacific Islands 93.723 26,968
ARRA - Communities Putting Prevention to Work: Chronic Disease Self-Management 93.725 2,558
Program
Children’s Health ~nsurance Program 93.767 53,819,064
Medicaid Infrastructure Grenls To Supporl th~ Com/be~Jtive Emp~oymenI of People with 93.766 909,889
Disabilities
Demonstration to Maintain Independence and Employment 93.769 6,145,217
Centers for Mad}care and Medicaid Services (CMS) Research, Demonstrations and 93.779 1,391,873 143,862
Evaluations
Alternatives to Psychiatric Residential Treatment Facilities for Children 93.789 894,846

(ContJr~ued)
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State of Kansas
Schedule of Expenditures of Federal Awards

For the Year Ended Jane 30, 2010

Money Follows the Person Rebalancing Demonstration 93.791
Medicaid Transformation Grants 93.793
Health Careers Opportunity Program 93.822
Grants for Training in Primary Care Medicine and Dentistry 93.884
National Bioterrorism Hospital Preparedness Program 93.889
Grants to States for Operation of Offices of Rural Health 93.913
HIV Care Formula Grants 93.917
Cooperative Agreements to Support Comprehensive School Health Programs to Prevent 93.938
the Spread of HIV and Other Important Health Problems
HIV Prevention Activities-Health Department Based 93.940
HIV Demonstration, Research, Public and Professional Education Projects 93.941
Epidemiolo~ic Research Studies of Acquired ImmLlnodeficiency Syndrome (AIDS) and 93.943
Human Immunodeficiency Virus (HIV) Infection in Selected Population Groups
Assistance Programs for Chronic Disease Prevention and Control 93.945
Block Grants for Community MentaJ Health Services £&958
B;ock Grants for Prevention and Treatment of Substance Abuse £3.959
Preventive Health Services-SexuNly Transmitted Diseases Control Grants 93.977
Preventive Hearth and Health So.ices Block Grant 93.991
Maternal and Child Health Services Block Grant to tde States 93.994

Total Not Clustered
Medicaid Cluster:

State Medicaid Fraud Control Units 93.775
State Survey and Certification of Health Care Providers and Suppliers 93.777
ARRA- Medical Assistance Program 93.778
Medical Assistance Program 93.778

Total Medicaid Cluster
Immunization Cluster:

Immunization Grants 93.268
ARRA- Immunization 93.712

Total Immunization Cluster
Health Centers Cluster:

Consolidated Health Centers (Community Health Centers, Migrant Health Centers, Health 93.224
Care for the BomeJess, Public Reusing Primary Care, and School Based Health Centers)
ARRA- Health Center Integrated Services Development Initiative(g1) 93.703

Total Health Centers Cluster
Head Start Cluster:

Head Start 93.600
Total Head Start Cluster
CSBG Cluster:

Community Services Block Grant 93.569
ARRA- Community Services Block Grant 93.710

Total CSBG Cluster
CCDF Cluster:

Child Care and Development Block Grant 93,575
Child Care Mandatory and Matching Funds of the Child Care and Development Fund 93.596
ARRA - Childcare and Development Block Granl 93.713

Total CCDF Cluster
Aging Cluster:

Special Programs for the Aging-Title III, Part B-Grants for Supportive Sen/ices and Senior 93.044
Centers
Special Programs for the Aging-Tille II[, Part C-Nutglion Services 93.045
Nutrition Services Incentive Program 93.053
ARRA- Aging Home-Delivered Nutrition Services for States 93.705
ARRA- Aging Congregate Nutrition Services for States 93.707

Total Aging Cluster

3,211,156 8,708
60,454

316
147,893 45,928

6,836,785 122,000
167,296

4,157,970 349,473
262,896 38,528

1,774,961 531,131
204,575
271,741 5,578

511,813 84,000
3,218,725 3,077,626

12,330,937 11,207,096
798,933

1,067,181 304,992
4,441,052 108,836

$304,492,793 $28,496,580

828,000
8,220,097 17,341

230,372,805
1,595,390,788

$1,834,811,690 $17,341

3,021,403 85,453
442,754 55,018

$3,464,157 $140,471

712,037 52,750

1411309 22,000
$853,343 $74,750

111,271
$111,271

5,695,422 5,430,213
5,557,426 5,557,426

$11,252,848 $10,987,639

34,672,170 7,596,783
25,428,353
8,593,658

$68,694,181 $7,598,783

3,527,441 3,375,307

5,757,470 5,321,659
1,994,316 1,994,316

285.415 265,415
579,749 579,74£

$12,144,391 $11,556,746

(Continued)
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State of Kansas
Scketlu[e of Expenditures of Federal A wards

For the Year Ended June 30, 2010

Federal Grantor/Program
Funds passed

CFDA Number Expenditures to Subreeipient

Indirect Award
Research and Development Programs Cluster:

Identification of in Vivo Pak 1 Protein Kinase Inhibitors 93.000
NIAID Centers of Excellence for Influenza Research and Surveillance 93.000
KINSRE Faculty Scholar Award 93.000
Evaluation of Viral Gene Reasserlment in Pigs Infected With Swine-Like Human H1N1 93.000
and Endemic Swine Influenza Viruses
injury Prevention and Control Research and State and Community Based Programs 93.136
Research Related to Deafness and Communication Disorders 93.173
National Center for Research Resources 93.38£
ARRA - Trans-NIH Recovery Act Research Support 93.701
Extramural Research Programs in the Neurossiences and Neurological Disorders 93.853
Allergy, Immunology and Transplantation Research 93.855
Microbiology and Infectious Diseases Research 93.856
Child Health and Human Development Extramural Research 93.865
International Research and Research Training 93.989

Total Research and Development Programs Cluster
Not CJustered

Maternal and Child Health Federal Consolidated Programs 93,110
Centers for Disease Control and Prevention-Investigations and Technical Assistance 93.283
National Center for Research Resources 93.38£
Children’s Justice Grants to States 93.643
ARRA - Trans-NIH Recovery Act Research Support 93.701

Total Not Clustered
Head Start Cluster:

Head Start 93.600
Total Head Start Cluster

Total U, S, Department of Health and Human Services
Corporation for National and Community Service

Direct Award
Not Clustered

State Commissions 94.003
Learn and Serve America School and Community Based Programs 94.004
AmedCorps 94.006
Program Development and Innovation Grants 94,807
Training and Technical Assistance 94.009
Velunteers in Service to America 94.013

Total Not Clustered
Foster Grandparent!Senior Companion Cluster:

Foster Grandparent Program 94.011
Senior Companion Program 94.016

Total Foster Grandparent/Senior Companion Cluster
Indirect Award

Research and Development Programs Cluster:
Learn and Serve America-School and Community Based Programs 94,004

Total Research and Development Programs Cluster
Total Corporation for National and Community Service
Executive Office of the President

Direct Award
Not Clustered

High Intensity Drag Trafficking Areas Program 95.001
Total Not Clustered

Total Executive Office of the President
Social Security Administration

85,735
436,565

4,681
54,296

46,471
16,114

1,142,856
110,012
45,390
82,693

-385
55,064

1,018
$2,080,490

13,500
13,500

139,169
25,000

9,265
$200,434

1,284
$1,284

$2,369,067,746 $61,956,486

160,149
98,797 55,878

1,584,240 891,647
24,085 24,085
83,684
12,166

$1,963,121 $971,410

600,824
428,695

$1,029,519

14,010
$14,010

$3,006,650 $971,410

4,085,512 1,319,348
$4,085,512 $1,319,348
$4,065,512 $1,319,348

(Continued)
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State of Kansas
Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2010

Federal Grantor/Program
Fttnds passed

CFDA Ntttnber Expenditures to Sttbrecipient

Direct Award
Net Clustered

SSA EDRS contract 96.000 253,362
Total Not Clustered $253,362
Disability lnsurance/SS! Cluster:

Social Security-Disability Insurance 96.001 15,213,483
Total Disability Insurance/SSI Cluster $15,213,483

Total Social Security Administration $15,466,84~
U. S. Department of Homeland Security

Direct Award
Research and Development Programs Cluster:

Homeland Security Preparedness Technical Assistance Program 97.007 91,849
Centers for Homeland Security 97.081 11,022
Homeland Security Research Testing, Evaluation, and Demonstration of Technologies 97.077 40,843
Related to Nuclear Detection

Total Research and Development Programs Cluster $143,714
Not Clustered

Pilot Demonstration or Earmarked Projects 97.001 547,997
Community Assistance Program State Supped Servicas Element (CAP-SSSE) 97.023 146,170
Disaster Grants - Public Assistance (Presidentially Declared Disasters) 97.036 195,916,523 188,631,063
Hazard Mitigation Grant 97.039 11,447,561 11,084,542
National Dam Safety Program 97.041 341,440
Emergency Management Pen’ormance Grants 97.042 5,696,045 1,603,644
Cooperating Technical Partners 97.045 1,891,600
Presidential Declared Disaster Assistance to individuals and Households- Other Needs 97.050 8,413 -5,286
Interoperable Communications Equipment 97.055 32,720
Map Modernization Management Support 97.070 152,786
BLuffer Zone Protection Program (BZPP) 97.078 812,948 729,108
Driver’s License Security Grant Program 97.089 794,122
Homeland Security-related Science, Technology, Engineering and Mathematics (HS 97.104 39,592 15,242
STEM) Career Development Program

Total Not Clustered $217,827,£I7 $202,058,311
Homeland Security CIL~ster:

Citizen Corps 97.053 148,384 105,900
Homeland Security Grant Program 97.067 136,918
Metropolitan Medical Response System 97.071 844,078 843,030
State Homeland Security Program (SHSP) 97.073 5,638,256 4,491,536
Law Enforcement Terrorism Prevention Program ILETPP) 97.074 1,785,024 1,3f9,996

Total Homeland Security Cluster $8,552,660 $6,760,462
Indirect Award

Research and Development Programs Cluster:
Data Collection to Support NBAF Risk Assessment 97.000 3,147
Centers for Homeland Security 97.061 1£,396

Total Research and Development Programs Cluster $22,543
Not Clustered

Disaster Grants - Public Assistance (Presidentially Declared Disasters) 97.035 2,862
Centers for Homeland Security 97.061 388,911
Homeland Security-related Science, Technology, Engineering and Mathematics (HS 97.104 42,844
STEM) Career Develogment Program

Total Not Clustered $434,617
Total U. S. Department of Homeland Security $226,981,451 $208,818,773
U. S. Agency for International Development

indirect Award
Research and Development Programs Cluster:

(Continued)
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State of Kansas
Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2010

Federal Grantor/Program CFDA Number Expettditures to Subrecipient

Advancing Economic Development in Nigeria Through Strengthening Business 98.000 81,182
Management Education and Technology Competer~ce
Ecologically-Based Parficipatery IPM for Southeast Asia 98.000 2,221
Experience America AMG-KSU: Cultural Interfacing for FATA Youth in U.S. 98.000 78,245
USA1D Foreign Assistance for Programs Overseas 98.001 365,562

Total Research and Development !~rograms Cluster $527,310
Not Clustered

USAID Foreign Assistance for Programs Overseas 98.001 53,198
Total No t Clustered $53,198

Total U. S. Agency for International Development $580,508~

Direct Award
Not Clustered

National Center for Health 99.007 248,324
Adult Lead Surveillance Data 99.009 25,505
Federal Equitable Sharing Program 99.210 3,648,453
MQSA Contract w/FSA 99.990 180,034
Community Service Grant from the Cerp for Public Broadcasting 99.999 160,324
Immigration 99,999 25,319
Reimbursement from Federal Bureau of Prisons for Housing of Federal Female Inmates 99.999 250,063

Total Not Clustered $4,538,013
Indirect Award

Not Clustered
USAC E=Rate Program (FCC) 99.014 605,698 605,698
Substance Abuse Performance Outcome Grant 99.999 305,410 580
E-rate 99.999 11,105
MH Client Level Reporting 99.999 37,500
Olmstead Financial Support 99.999 50,571
Prevention Fellowship Program 99.999 36,250

Total Not Clustered $1,046,534 $606,278
Total Other Federal Grants $5,584,547 $606,278
TotalFederaIAwtzrdExpeaditurcs $6,719371,303 $1,209,121,346

Seeaccompanying notes to schedule of
expenditures of federal awards.
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STATE OF KANSAS

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2010

Reporting Entity

The accompanying schedule of expenditures of federal awards (the Schedule) presents the
activity of all federal award programs of the State of Kansas (the State). The State’s financial
reporting entit3~ is described in Note 1 of the State’s basic financial statements. The schedule of
expenditures of federa! awards does not include the federal awards of the component units of the
six state universities because the university component units engaged other auditors to perform
audits in accordance with OMB Circular A-133. The schedule of expenditures of federal awards
does include the federal awards received by Kansas Housing Resources Corporation and Kansas
Technology Enterprise Corporation, both of which are component units of the State. Federal
awards received directly from federal agencies, as well as passed through other third-party
entities, are included in the Schedule. Federal awards passed through other third-party entities
are shown as indirect awards in the Schedule.

Basis of Presentation

The accompanying schedule of expenditures of federal awards presents total federal awards
expended for each individual federa! award program in accordance with Office of Managemant
and Budget (OMB) Circular A-J33. Audits of States, Local Governments and Non-Profit
Organizations. Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of., the basic financial statements. Federal award program
titles are reported as presented in the Catalog of Federal Domestic Assistance (the Catalog).
Federal award titles not presented in the Catalog bnt the applicable Federal agency has been
identified are reported with the related Federal agency prefix number followed by (.000). Federal
award titles not presented in the Catalog and the applicable Federal agencies have not been
identified are reported as 99.XXX, in the "Other Federal Grants" section of the Schedule.
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STATE OF KANSAS

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
(Cominued)

Basis of Accounting

Except for certain noncash federal award programs described below and revolving loan funds
(see Note 5), the accompanying schedule is presented on a cash basis of accounting. Commodity
food distribution is presented at the value assigned to the commodities by the federal granting
agency. Food stamps are presented on the basis of the redeemable value of the food stamps
distributed to recipients. Higher Education Act insured loans are presented on the basis of the
amount of new loans provided from these programs during the current year, with the exception
of the Federal Perkins Loan Program (CFDA No. 84.038), for which the expenditures include
new loaus provided from this program and the balance of outstanding loans for this program
administered by the State’s universities.

Student Financial Assistance Programs

Federally funded student financial assistance programs are adlninistered for the State of Kansas
by the various Board of Regents institutions. The programs at each institution are administered
separately from those of any other institution. Federal Family Education Loans, Federal Direct
Student Loans and Health Professions Student Loans are made by financial institutions rather
than by the educational institution.

Revolving Loan Funds

The Colnmunity Development Block Grant (administered by the Kansas Department of
Commerce), the Water Pollution Control Revolving Fund and the Public Water Supply Loan
Fund (both administered by the Kansas Department of Health and Enviromnent) are revolving
loan funds. Federal fLtnded new loans provided under these programs are included as
expenditures on the Schedule. The State had the following loan balances outstanding at June 30,
2010:

Community Development Block Grant Loans
Water Pollution Control Revolving Fund
Public Water Supply Loan Fund

CFDA Number Anlount Outstanding

14.228 $ 8,492.007
66.458 532,796,524
66.468 296,742,596

The amounts shown as outstanding for CFDA 66.458 and 66.468 were not funded entirely with
federal monies.
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STATE OF KANSAS

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
(Continued)

Required Disclosure for SNAP Cluster from OMB A-133 Compliance Supplement

As stated by the United States Department of Agriculture (USDA) in Part IV of the OMB
Compliance Supplement, "The reported expenditures for benefits under the Supplemental
Nutrition Assistance Program (SNAP) (CFDA No. 10.551) are supported by both regularly
appropriated funds mad incremental funding made available under section i 01 of the American
Recovery and Reinvestment Act of 2009. The portion of total expenditures for SNAP benefits
that is supported by Recovery Act funds varies according to fluctuations in the cost of the Thrifty
Food Plan, and to changes in participating households’ income, deductions, and assets. This
condition prevents USDA from obtaining the regular and Recovery Act components of SNAP
benefits expenditures through normal program reporting processes. As an alternative, USDA has
computed a weighted average percentage to be applied to the national aggregate SNAP benefits
provided to households in order to allocate an appropriate portion thereof to Recovery Act funds.
This methodology generates valid results at the national aggregate level but not at the individual
State level. Therefore, we cannot validly disaggregate the regular and Recovery Act components
of our reported expenditures for SNAP benefits. At the national aggregate level, however,
Recovery Act funds account for approximately 15 percent of USDA’s total expenditures for
SNAP benefits in the Federal fiscal year ended September 30, 2009."
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2010

Section I - Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued:

Internal control over financial reporting:
Material weakmesses identified
Significant deficiencies identified that are not
considered to be material weaknesses

Noncompliearce material to financial statements noted:

Federal Awards

Type of auditor’s report issued on compliance
for major programs:

Internal control over major programs:
Material weaknesses identified
Significant deficiencies identified that are not

considered to be material weaknesses

Audit findings disclosed that are required to be reported
in accordance with Section 510(a) of Circular A-133

Unqualified

None

Finding 2010-1

None

Qualified:
Public Assistance - Financial
Reporting

Energy Efficient Appliance Rebate
Program - Activities Allowed or
Unallowed/Allowable Costs/Costs
Principles/Eligibility

Unqualified:
All Other Major Programs

Finding 2008- I4

Findings 2010-2through 2010-15,
2010-17 through 2010-19, 2010-22,
2010-24through 2010-26,2010-28,
2010-29,2010-33,2008-11

Yes
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Section I - Summary of Auditor’s Results (Continued)

Identification of the State’s major progran~s:

Name of Federal Program
Special Supplemental Nutrition Program for Women,

Infmats and Children
SNAP Cluster, including ARRA
National Guard Military Operations and Maintenance

(O&M) Projects, including ARRA 12,401
CDBG - State Administered Small Cities Program Cluster,

including ARRA
WIA Cluster, including ARRA
Highway Plalming and Construction Cluster, including ARRA
Capitaiization Grants for Clean Water State Revolving Funds,

including ARRA 66.458
Capitalization Cn’ants for Drinldng Water State Revolving Funds,

including ARRA 66.468
Weatherization Assistance for Low-Income Persons,

including ARRA
Energy Efficient Appliance Rebate Program (EEARP) - ARRA
Title 1, Part A Cluster, including ARRA
Special Education Cluster, including ARRA
Vocational Rehabilitation Cluster, including ARRA
State Fiscal Stabilization Fund Cluster - ARRA
Student Financial Aid Cluster, including ARR_A
Temporary Assistance for Needy Families (TANF) Cluster,

including ARRA
Child Care and Development Fund Cluster, including ARRA
ConzmuNt3, Services Block Grant Cluster, including ARRA
Foster Care - Title IV-E, including ARRA
Social Services Block Grant
State Children’s h~surance Program
Medicaid Ciuster, including ARRA
Disaster Grants - Public Assistance

(PresidentiaIly Declared Disasters) 97.036

Dollar tln’eshold used to distinguish between Type A and
Type B programs

Auditee qualified as a low risk mlditee:

CFDA Number

10.557
10.561/10.55I

14.228/14.255
17.258/! 7.259/17.260
20.205/20.219

81.042
81.127
84.010/84.389
84.027/84.173/84.391/84.392
84.126/84.390
84.394/84.397
Various CFDA Numbers

93.558/93.714
93.575/93.596/93.713
93.569/93.710
93.658
93.667
93.767
93.775/93.777/93.778

$ 20,157,514

No
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Section II - Financial Statement Findings

Finding 2010-1 The State does not have an adequate system over the recording and reporting of
specific balance sheet accounts. (Significant Deficiency)

Criteria or Specific Requirement - The process used in the preparation of the audited financial
statements should include internal controls over the summarization of financial data that would detect
material misstatements in the financial statements.

Condition - The current accounting system utilized by the State was designed to provide information
primarily related to budget compliance. Consequently, the system is designed to record cash
transactions and un-liquidated encumbrances and generally omits noncash assets and liabilities. As a
result, the noncash assets and liabilities are accounted for separately with the use of various shadow
systems,

Cause - The current centralized accounting system was not designed to account for all assets and
liabilities necessary for financial statements prepared in conformity with generally accepted accounting
principles.

Effect - The State is not able to report all transactions of the entity without the use of surveys and
shadow systems. Transactions could occur and not be reported timely.

Recommendation The current SMART project to design and implement a new financial management
system should be analyzed to make certain the system will include data for all assets, liabilities and
operating accounts necessary for the preparation of financial statements in accordance with generally
accepted accounting principles.

Management Response (unaudited) - The State of Kansas implemented an integrated financial
ananagement system, effective July 1, 2010. This system, which is known as the Statewide
Management, Accounting and Reporting Tool (SMART), allowed the State to decommission the current
Statewide Accounting and Reporting System (STARS), other statewide centralized systems and over
sixty agency administrative systems that were developed because the limited functionality of STARS
could not meet the business requirements of tI~e agencies.

The software product implemented is PeopleSoft Financials (version 9.0). The lnodules included in the
project scope m’e General Ledger, Purchasing, Accounts Payable, Accounts Receivable/Billing, Projects
and Grants, Asset Management and Time & Labor. All state agencies will use SMART to process
transactions either by direct entry or interface.
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding 2010-1 The State does not have an adequate system over the recording and reporting of
specific balance sheet accounts. (Significant Deficiency) (Continued)

Management Response (unaudited) (Continued) - Previously, the State of Kansas did not have a
centralized asset management repository, so agencies developed and maintained different solutions for
nranaging assets (properties, land, equipment, machinery, etc.). To obtain asset information for
comprehensive annual financial reporting and other purposes, the Department of Administration requires
that state agencies certify asset information annually.

As a task required for go-live, each state agency was required to convert its asset information into the
SMART Asset Management module. This module will integrate, as appropriate, with other SMART
modules including Purchasing, Accounts Payable, Project Costing, Accounts Receivable/Billing and
General Ledger. Additionally, the SMART system provides for location management, reporting and
query capabilities and consistent asset data structures for creating parent/child relationships and property
associations.

Because the STARS system did not provide Accounts Receivable functionality, state agencies with
Accounts Receivable were required to report information to the Department of Administration amlually.
This information was then used to prepare the Comprehensive Annual Financial Report. All agencies
are using the SMART Accounts Receivable module for deposits and/or other receivables. Because there
are many different types of receivables and because many receivables are managed in agency
programmatic systems (as may be required by federal granting agencies), some agencies will continue
using these specialized systems as the primary applications for recording and reporting receivables. The
State does expect the use of the module to increase as agencies learn how to apply the functionality to
their business requirements mad practices.

Becanse the STARS system also did not provide a centralized Accounts Payable solution, agencies
developed their own programmatic systems and/or manual processes. Since SMART has an Accounts
Payable module, agencies are able to record liabilities, as appropriate, to known vendors. Additionally,
agencies are able to process General Ledger transactions to record other types of obligations. As is the
case with Accounts Receivable, there are many different types of payables that may be primarily
managed in specialized agency programmatic systems. As applicable, federal grant requirements may
require that these specialized systems be the systems of source for recording and reporting liabilities.
The State does expect the use of the module to increase as agencies learn how to apply the ffmctionality
to its business requirements and practices.
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STATE OF KANSAS

SCHEDULE OF EINDINGS AND QUESTIONED COSTS
(Continued)

Section III -Findings and Questioned Costs for Federal Awards

Finding No. 2010-2 Capitalization Grants for Drinking Water State Revolving Funds (Significant
Deficiency)

Federal Award - Capitalization Grants for Drinking Water State Revolving Funds, (Not Related to
ARRA Portion of Award) (CFDA No. 66.468), Environmental Protection Agency (EPA), Kansas
Department of Health and Environment (KDHE), Grant Award No. FS-99751609-1

Compliance Requirements - Subrecipient Monitoring and Suspension and Debarment

Condition - The Kansas Public Water Supply Loan Fund (KPWSLF) did not notify their 2009
capitalization grant’s only sub-recipient of award information, including the fact that the award was
subject to the Single Audit Act and OMB Circular A-133’s compliance requirements such as Suspension
and Debarment, at the time of award. Furthermore, the KPWSLF did not meet their own requirements
related to Suspension and Debarment because they entered into the award agreement with the
subrecipient without checking the Excluded Parties List System (EPLS), requiring a certification, or
placing a clause in the agreement with the sub-recipient.

Criteria - 31 USC 7502(f)(2)(A) states, "each pass-through entity shall provide such sub-recipient...the
Federal requirements which govern the use of such awards." This identification and communication
should occur at the time of award to the sub-recipient. In addition, in accordance with OMB Circular A-
102, the State is required to ensure that sub-recipients are not suspended or debarred prior to making a
grant award.

Cause - The KPWSLF was not aware of the full impact of designating a project for compliance with the
Single Audit Act and OMB Circular A-133 because they had not had Federal sub-recipients prior to the
2009 capitalization grant. The KPWSLF operates as a leveraged loan program excluding those loans
that are designated as Stimulus Loans. This means all capitalization grants received prior to the ARRA
grant were not directly loaned; tlrerefore, entities receiving the loans were not considered sub-recipients
as they were not receiving federal funds; however, for the 2009 grant, KPWSLF was required by the
EPA to designate a project or group of projects as subject to Single Audit Act and OMB Circular A-133.
The KPWSLF selected one project administered by a local govenmaent, causing that local government
to become a sub-recipient of the KPWSLF during State fiscal year 2010. When KPWSLF designated
the local govenm~ent, they antomatically fell into non-compliance because the agreement with the local
govermnent had been signed in 2006 under the assumption that the funds were not federal, the loca!
goverrmaent was not a sub-recipient and the Single Audit Act requirements that needed to be performed
or conveyed at the time of award did not apply.
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-2 Capitalization Grants for Drinking Water State Revolving Funds (Significant
Deficiency) (Continued)

Effect - KPWSLF or the local government could have provided Federal funds to a suspended or
deban’ed party. However, audit procedures, which involved checking the EPLS for the covered
transactions, revealed that none of the selected covered transactions were with a suspended or debarred
party.

Questioned Costs - None.

Recommendation - The KPWSLF should only designate projects as subject to Single Audit Act and
OMB Circular No. A-133 that do not have signed agreements at the time of designation so that all
necessary Single Audit Act requirements can be fnlfilled on a timely basis.

Auditee Contact - Brenda Diegel, Program Consultant, Municipal Programs Section, Kansas
Department of Health and Environment

Management’s Response/Corrective Action Plan (Unaudited) - KDHE agrees that the KPWSLF loan to
Olathe for Project # 2470 should not have been designated to comply with the Single Audit Act.
KDHE’s interpretation of EPA’s requirements for choosing Single Audit Act sub recipients was to
require a Single Audit for those ioan recipients, not realizing the subtlety that the Single Audit Act
would impose other federal requirements on those loan recipients that were not otherwise required.

In the future, KDHE will not designate loan agreements that have already been executed as needing to
comply with the Single Audit Act. This determination will be made prior to loan execution. If the loan
is so designated, the Single Audit Act language and suspension and debarment language requirements
will be included in the loan at the time of execution.

KDHE will also check the EPLS, require a certification, or place a clause in the agreement with the sub-
recipient prior to executing any KPWSLF loan agreement subject to suspension and debarment
requirements, to ensure the loan recipient is not suspended or debarred. Tracking fields have been
entered into the internal KPWSLF database to ensure this check has been made prior to the loan
becoming available for execution.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-3 Capitalization Grants for Clean Water State Revolving Funds (Significant
Deficiency)

Federal Award - Capitalization Grants for Clean Water State Revolving Funds, Including ARRA
(CFDA No. 66.458), Envirolm~entaI Protection Agency (EPA), Kansas Department of Health and
Enviromnent (KDHE), All Open Grant Awards

Compliance Requirement- Speciai Reporting

Condition - Our testing of "Exhibit 4: Select Binding Corrmaitments" in the 2009 Ammal Report
revealed that four detail project lines and the binding commitment calculation at the end of the exhibit
were incorrectly reported. The binding commitment calculations had been incorrect for several years.

Criteria - Information included in special reports submitted to the federal grantor should be accurately
reported for the given time period.

Caztse - The Kansas Water Pollution Control Revolving Fund (KWPCRF) has a policy implemented for
a detailed review of the report prior to submitting it to the federal grantor; however, the policy has not
always been followed.

Effect - The federal grantor did not receive accurate report information because an appropriate review of
the annual report had not been performed prior to submission.

Questioned Costs - None. The errors in the report did not result in unallowable costs; the errors resulted
in misclassifications between project lines and inaccurate binding commitment calculations.

Recommendation We recommend the KWPCRF follow their internal policy that calls for a reviewer to
compare the report draft to appropriate supporting documentation so that all information is reported
accurately to the federal grantor. We also want to note that a recalculation of the exhibit with corrected
amounts shows that the KWPCRF is still in compliance with Binding Commitment Requirements as of
the end of State Fiscal Year 2009.

Auditee Contact - Brenda Diegel, Program Consultant, Municipal Programs Section, Kansas
Departlnent of Health and Enviromnent

-38-



STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-3 Capitalization Grants for Clean Water State Revolving Funds (Significant
Deficiency) (Continued)

Management’s Response/Corrective Action Plan (Unaudited) - Review of the "Condition" indicates the
"Condition" statement is correct. Several amounts presented in the "detail project lines" for the audit
year were inaccurate. These amounts have been corrected and KDHE staff are conducting a follow up
review of the entire Exhibit 4, which now spans 21 years of KWPCRF activity. The "Condition"
indicates the binding commitment calculations have been incorrect for several years, however as
indicated in the "Recommendation" the KWPCRF is in compliance with the Binding Commitment
Requirements. Federal law requires the KWPCRF program provide a 20% state match. The required
binding corm-nitment therefore is 120% of the total capitalization grants amount received for the history
of the program (21 years), except the ARRA cap grant which did not require a state match. One purpose
of the Exhibit 4 is to show the actual binding commitment calculation for the history of the program at
the end of each Fiscal Year. The corrected Exhibit 4 for the 2009 Annual Report indicates the
KWPCRF binding Colnmitment is over 300%, far above of the 120% minimum required.

EPA Region 7 conducts annual on-site reviews of the KWPCRF program mad has developed a financial
review computer model to evaluate the fiscal capacity and financial security of each state’s CW and DW
SRF programs. EPA has utilized this financial indicators computer model to calculate the binding
commitment percentage and presented this information in the Performance Evaluation Report. As a
result, the calculation presented in Exhibit 4 has not been used for KWPCRF program review or
decisions for many years. EPA presents the binding commitment actual percentage as the "return on
investment" (ROI), which for the Kansas Clean Water SRF program is also well over 300% without
considering the ARIL~ grant funding.

Finding No. 2010-4 Capitalization Grants for Clean Water State Revolving Funds (Significant
Deficiency)

Federal Award - Capitalization Grants for Clean Water State Revolving Fnnds, including ARRA
(CFDA No. 66.458), Environmental Protection Agency (EPA), Kansas Department of Health and
Environnaent (KDHE), All Open Grant Awards

Compliance Requirement - Special Tests and Provisions: Environmental Revie~v Requirements

Condition - One out of six projects tested did not have a Finding of No Significant impact (FONSI) and
an Environmental Assessment (EA) prepared and reviewed prior to construction begilming. The FONSI
and EA were prepared fifteen days after construction started. This project was funded with ARRA.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-4 Capitalization Grants for Clean Water State Revolving Funds (Significant
Deficiency) (Continued)

Criteria - 40 CFR 35.3140(b)(3)(i) states, "The State must fally document the information, processes
and premises that influence decisions to proceed with a project contained in a finding of no significant
impact (FONSI) following documentation in an environmental assessment (EA)." The FONSI and EA
must be completed prior to commencing construction on a project.

Cause The Kansas Water Pollution Control Revolving Fund’s (KWPCRF) staffing was short due to
additional ARRA work as well as other staffing issues.

Effect - Entities could receive and expend federal funding for unallowable construction activity if a
FONSI and EA are not prepared and reviewed prior to proceeding with the project.

Questioned Costs" The project’s loan amount is budgeted at $ 1,600,000 of which $ 800,000 is to be
funded with ARRA. It should be noted that the FONSI and EA were not prepared timely however once
both were prepared, the conclusion was that the project had passed the environmental requirements and
was considered a!lowable for the grmat.

Recommendation We recommend the KWPCRF consider using available administrative funding to
ensure adequate staffing of the program; or to implement a secondary review of project files at an
appropriate time prior to the commencement of construction to verify that all appropriate environmental
review documentation has been prepped.

Auditee Contact - Brenda Diegel, Program Consultant, Municipal Programs Section, Kansas
Department of Health and Environment

Management’s Response/Corrective Action Plan (Unaudited) - Review of the "Condition" indicates the
"Condition" statement is correct. The FONSI and EA were prepared and circulated for public notice
after construction started. This issue of"tardy FONSI’s" was previously presented to KDHE KWPCRF
staff in the State Fiscal Year 2008 and 2009 Performance Evaluation Reports prepared by EPA Region
7. In response to the Region 7 comments KDHE staff implelnented a conective action plan to resolve
all "tardy FONSI’s" and also implemented an additional "FONSI checkpoint" in the payments review
process begirming February 15, 2008. This FONSI checkpoint is to prevent the re-occurrence of"tardy
FONSI’s". Please note the environmental reviews of the projects were completed and reviewed by
KDHE staff and may nritigative lneasures were imposed tlcrough design review prior to start of
construction.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-5 Special Supplemental Nutrition Program for Women, Infants, and Children
(WIC) (Significant Deficiency)

Federal Award - Special Supplemental Nutrition Program for Women, Infants, and Children (WIC)
(CFDA No. 10.557), United States Department of Agriculture, Kansas Department of Health and
Enviromnent, Grant Award Numbers 3KS700703 and 3KS700803

Compliance Requirement - Subrecipient Monitoring

Condition - The State failed to provide Federal award information, such as the CFDA number, to the
subrecipients at the time of the award. The State also failed to issue management decisions on audit
findings in subrecipients’ A-133 audit reports and to ensure that the subrecipient took timely and
appropriate corrective action on all audit findings.

Criteria - According to 31 USC 7502(f)(2), "Each pass-tlv’ough entity shall provide such subrecipient
the program names (and any identifying numbers) from which such assistance is derived, and the
Federal requirements which govern the use of such awards... [Each pass-through entity shall] review
the audit of a subrecipient as necessary to determine whether prompt and appropriate corrective action
has been taken with respect to audit findings.., pertaining to Federal awards provided to the subrecipient
by the pass-through entity."

Cause The information was not provided to subrecipients due to oversight by the State. The
Department of Health and Enviromnent (KDHE) believed another State agency was reviewing
subrecipient audits. This other State agency was not performing such reviews as this was normally
completed by KDHE.

Effect The State was in noncompliance with subrecipient monitoring requirements, which could lead
to improper reporting of WIC funding mad continued noncompliance at the subrecipient level.

Questioned Costs - None.

Recommendation We recommend that the State implement a process that would consistently and
timely inform their subrecipients of the required info~Tnation. We further recommend that the State
implement a process to issue management decisions on subrecipient audit findings in a timely fashion
and to ensm’e subrecipieut corrective action.

Auditee Contact - David Thomason, Director, KDHE Nutrition and WIC Services, Kansas Department
of Health and Enviromnent
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Finding No. 2010-5 Special Supplemental Nutrition Program for Women, Infants, and Children
(WIC) (Significant Deficiency) (Continued)

Management’s Response/Corrective Action Plan (Unaudited) - The WIC Local Agency almual contract
b.as been revised to include federal award information. These revised contracts will be used beginning
with contracts covering FFY 2011.

KDHE will implement a process to ensure all programs monitored/managed by KDHE are notified of
any audit findings related to these programs. This will be accomplished as follows. By contract, copies
of audits of local agencies/health departments m’e to be forwarded to the Division of Management and
Budget. Once received, DMB staff will review to determine if there are any findings relating to any
program administered by or overseen by KDHE. If findings are found, copies of the finding are sent to
the KDHE Office/Section responsible for that program. Staff is then to follow up with the local
agency/health department to ensure the finding is appropriately addressed in a timely mamaer.

Finding No. 2010-6 Community Development Block Grant Cluster (CDBG) (Significant
Deficiency)

Federal Program Community Development Block Grant Cluster (CDBG) (CFDA No. 14.228) and
Community Development Block Grant - ARRA (CFDA No. 14.255), U.S. Department of Housing and
Urban Development (HUD), Kansas Department of Convnerce, Award Nos. B-08-DN-20-0001, B-09-
DY-20-0001, B-09-DC-20-0001, B-10-DC-20-0001

Compliance Requirements - Subrecipient Monitoring and Special Tests mad Provisions.

Condition - CFDA award titles and numbers were not provided to the subrecipients at the time of award
for both ARRA and non-ARRA funding, and they were not provided at the tinre of disbursement of
ARRA funding. The State did not inform the subrecipients of their requirement to properly include
separate identification of ARRA award information in their Schedule of Expenditures of Federal Awards
(SEFA) and Data Collection Forln (SF-SAC) reports.

Criteria - According to A-133 §__.400(d), pass-through entities are required to identify Federal
awards made by informing each subrecipient of CFDA title and number. According to 2 CFR section
176.210, each prime recipient must "separately identify to each subrecipiem, and documem at the time
of the snbaward and disbursement of funds, the Federal award number, CFDA number, and anrount of
Recovery Act funds" and °’...provide identification of Recovery Act awards in their Schedule of
Expenditures of Federal Awards (SEFA) and Data Collection Form (SF-SAC) and require their
snbrecipients to provide similar identification in the SEFA and SF-SAC."
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Finding No. 2010-6 Community Development Block Grant Cluster (CDBG) (Significant
Deficiency) (Continued)

Cause - The required information was not provided due to an oversight by the State.

Effect - The State was not communicating the required information, including additional compliance
requirements, to its subrecipients related to both ARRA and non-ARRA funding. As a result,
subrecipients may not have properly identified ARRA funding on their individual SEFA and SF-SAC
(Data Collection) form.

Questioned Costs - None.

Recommendation We recommend that the State implement a process that would consistently and
timely inform its subrecipients of the required information.

A uditee Contact - Traci Herrick, Chief Fiscal Officer, Kansas Department of Commerce

Management’s Response/Corrective Action Plan (Unaudited) - All CDBG contracts will be amended to
include the following clause on page 1 of the contract as follows: "II. Authority, D. Federal Program -
Community Development Block Grant Cluster (CDBG) (CFDA No. i4.228)". All 14 grantees funded
under CFDA # 14.255 of the ARRA program have been notified of their correct CFDA number.

Finding No. 2010-7 Community Development Block Grant Cluster (CDBG) (Significant
Deficiency)

Federal Program - Community Development Block Grant Cluster (CDBG) (CFDA No. 14.228) mad
Community Development Block Grant - ARRA (CFDA No. 14.255), U.S. Department of Housing and
Urban Development (HUD), Kansas Department of Commerce, Award Nos. B-08-DN-20-0001, B-09-
DY-20-0001, B-09-DC-20-0001, B-10-DC-20-0001

Compliance Requirement Section 15 I2 ARRA Reporting

Condition - The amount of vendor payments for one ARRA project was reported incorrectly on the
Section 1512 ARRA report (1512 report) for the quarter ended March 31, 2010. This error was not
corrected for the 1512 report for the quarter ended June 30, 2010. Also, for the quarter ended March 31,
2010, total expenditures reported for the program were in error; the State was not reporting cumulative
expenditures on the 1512 report.
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Finding No. 2010-7 Community Development Block Grant Cluster (CDBG) (Significant
Deficiency) (Continued)

Criteria - Information included in financial reports submitted to the federal grantor should be derived
from the accounting records and should be accurately reported for the given time period. Controls,
including involving a review of reports prior to submission, should be inrplemented and documented.

Cause - These errors were caused by both a lack of review by someone other than the preparer prior to
the subnrission of the report and a lack of reconciliation of the amounts reported in the 1512 report to the
general ledger.

Effect - The federal grantor agency did not receive accurate financial information for the 1512 reports.
The lack of review and reconciliation prior to submission for the 1512 reports could lead to additional
undetected errors.

Questioned Costs- There were no questioned costs. However, the errors were identified as follows:
1512 report filed for the quarters ended March 31, 2010 and June 30, 2010

o Vendor payments understated by $ 2,798 in both quarters
1512 report filed for the quarter ended March 31, 2010

c~ Expenditures understated by $ 294,650

Recommendation - We recommend that a review process be performed and documented by a staff
member knowledgeable of the reporting requirements prior to the submission of the reports. We also
recom~nend that the State use appropriate cumulative information obtained fro~ra the general ledger to
include in the 1512 reports to the grantor.

Auditee Contact - Traci Herrick, Chief Fiscal Officer, Kansas Department of Comlraerce

Management’s Response/Corrective Action Plan (Unaudited) - All corrections were made on the 9-30-
10 1512 report and were accepted by HUD. All CDBG 1512 reports (after being prepared by CDBG
staff) are now reviewed by the Depm’tment of Conrnrerce’s fiscal section prior to snbmittal.

Finding No. 2010-8 Workforce Investment Act (WIA) Cluster (Significant Deficiency)

Federal Program - Workforce Investment Act (WIA) Cluster, including ARRA, (CFDA Nos. 17.258,
17.259, 17.260), U.S. Department of Labor, Kansas Departnrent of Conmrerce, Grant Award Nos. AA-
17122-08-55-A-20 and AA-18641-09-55-A-20

Compliance Requirements - Subrecipient Monitoring and Special Tests and Provisions
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Finding No. 2010-8 Workforce Investment Act (WIA) Cluster (Significant Deficiency) (Continued)

Condition - CFDA award titles and numbers were not provided to the subrecipients at the time of award
for both ARRA and non-ARRA funding, and they were not provided at the time of disbursement of
ARRA funding. The State did not inform the subrecipients of their requirement to properly include
separate identification of ARRA award information in their Schedule of Expenditures of Federal Awards
(SEFA) and Data Collection Form (SF-SAC) reports.

Criteria - According to A-133 §__.400(d), pass-through entities are required to identify Federal
awards made by informing each subrecipient of CFDA title and number. According to 2 CFR section
176.210, each prime recipient must "separately identify to each subrecipient, and document at the time
of the subaward and disbursement of funds, the Federal award number, CFDA nmnber, and amount of
Recovery Act funds" and "...provide identification of Recovery Act awards in their Schedule of
Expenditures of Federal Awards (SEFA) and Data Collection Form (SF-SAC) and require their
subrecipients to provide similar identification in the SEFA and SF-SAC."

Cause - CFDA information was not provided due to an oversight by the State.

Effect- The State was not communicating the required information, including additional compliance
requirements, to its subrecipients related to both ARRA and non-ARRA funding. As a result,
subrecipients may not have properly identified ARRA funding on their individual SEFA and SF-SAC
(Data Collection) form.

Questioned Costs - None.

Recommendation - We recommend that the State implement a process that would consistently and
timely inform its subrecipients of the required information.

Auditee Contact Traci Herrick, Chief Fiscal Officer, Kansas Department of Co~ranerce

Management’s Response/Corrective Action Plan (Unaudited) - The Department of Colmnerce, through
a collaborative effort between the Workforce Development Division and the Fiscal unit have begun a
process to review all cotmnunications that are deiivered to the WIA subrecipients regarding subawards
to assure a consistent mad documented process that meets regulations. Communication of the CFDA
award title and lmmber will be part of that communication.
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Finding No. 2010-9 Workforce Investment Act (WIA) Cluster (Significant Deficiency)

Federal Program - Workforce Investment Act (WIA) Cluster, including ARRA, (CFDA Nos. 17.258,
17.259, 17.260), U.S. Department of Labor, Kansas Department of Commerce, Grant Award Nos. AA-
17122-08-55-A-20 and AA-18641-09-55-A-20

Compliance Requirements Reporting

Condition - Two of the eleven ETA-9130, Financial Reports (ETA-9130) tested, one of the two Section
1512 ARRA reports (1512 reports) tested, and the ETA-9091, WIA Annual Report (ETA-9091) were
not filed timely. Supporting documentation for two of the three ETA-9149 reports (ETA-9149) tested
and for all eleven ETA-9130 reports tested was not retained and the support printed at the time of the
audit no longer matched the reports.

Criteria - The U.S. Department of Labor stipulates the due dates of grant reporting. The State should
maintain records that accumulate and/or summarize the information reported to provide support for data
reported.

Cause Reports were not filed timely due to staffing changes, lack of oversight by the State, and, for the
1512 and ETA-9149, the reports being new to the State in fiscal year 2010. Also, the State had not
ilnplemented appropriate procedures to ensure that the required documentation was retained.

Effect - Untimely filing could negatively impact future funding or the ability to drawdown grant funds.
In addition, by not retaining the supporting documentation, the data reported to the grantor cannot be
confirmed as being con’ect.

Questioned Costs" - None.

Recommendation - We recommend that the State implement procedures to ensure that reports are filed
timely. We further recommend that the State ensures that original supporting documentation is backed
up or maintained in hard copy form such that it can be retrieved in the case of a computer malfunction.

Auditee Contact - Traci Herrick, Chief Fiscal Officer, Kansas Department of Comlnerce
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Finding No. 2010-9 Workforce Investment Act (WIA) Cluster (Significant Deficiency) (Continued)

Management’s Response/Corrective Action Plan (Unaudited) - Historically, there has been only one
individual within Fiscal that has been trained on the federal reporting requirements and deadlines. More
proactive communication between the Chief Fiscal Officer and the incumbent in the Federal Grants
Program Analyst position as well as the Chief Fiscal Officer and others from the Fiscal team acting in
supporting roles, will assure timely filing going forward. In regards to filing of supporting
documentation, the recent incmnbent that was responsible for the reporting created great strides in
assuring a consistent electronic filing process on a shared drive on Commerce’s server that is backed up
by Commerce’s IT department nightly. The consistent process will assure that no steps are missed;
while storing electronically on a shared drive will assure access anytime, by any member of Fiscal with
IT back-ups in case of power failure.

Finding No. 2010-10 Highway Planning and Construction Cluster (Significant Deficiency)

Federal Program - Highway Plmming and Construction, including ARRA, (CFDA No. 20.205) and
Recreational Trails Program (CFDA No. 20.219), U.S. Department of Transportation, Kansas
Department of Transportation (KDOT), All Open Grant Awards

Compliance Requirement - Subrecipient Monitoring

Condition - The State enters into contracts with local govermnents and nonprofit organizations in the
State of Kansas to work on transportation-oriented projects fi, mded, in part, by this federal grant. There
is an inconsistency with how the State has treated these local govermarents and nonprofit organizations
as to whether these parties are vendors or subrecipients for the State. In addition, the Federal Highway
Administration performed a review of this program in April 2010 and noted the same issue: "There
appears to be some uncertainty within KDOT as to the extent of its oversight role for verifying
subrecipient compliance with OMB Circular A-133, Audits of State and Local Governmems. For
example, it seelns that KDOT has advised its largest subrecipients (i.e. those which have been approved
to administer Contracts involving federal-aid highway funds) that those funds will be reported in
KDOT’s almual Single Audit report, and need not be reported in the snbrecipients’ Single Audit reports,
This advice appears to contradict the guidance provided in OMB Circular A-133, Audits of State and
Local Govermnents, Section .205(a), and 49 CFR 18,26, the Conmaon Rnle,"

Criteria - According to OMB Circular A-I33, Section .210(a), "An auditee may be a recipient, a
subrecipient, and a vendor. Federal awards expended as a recipient or a subrecipient would be subject to
audit under this part. The payments received for goods or services provided as a vendor would not be
considered Federal awards." Section .210(a) also provides guidance for determining if a third-party is a
vendor or subrecipient. Properly identifying a third-party as a subrecipient or vendor is crucial for the
administration of a federal grant.
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Finding No. 2010-10 Highway Planning and Construction Cluster (Significant Deficiency)
(Continued)

Cause This is an area that is subject to imerpretation. The State felt that their detailed monitoring
process over all of their third-party contractors/subrecipients was considered sufficient for all types of
funding.

Effect - The State may not be classifying the third-parties correctly as a vendor or subrecipient which
could significantly impact how the third-party federal expenditures are classified on the third-party’s
own financial statements, including the Schedule of Expenditures of Federal Awards and SF-SAC Data
Collection Form.

Questioned Costs - None.

Recommendation - We understand that the State has taken steps to address this situation, including
hiring an accounting firm to assist in reviewing contracts to determine the final classification of the
contracts. We recormnend that the State develop and implement a policy that would consistently
classify the third party contracts as vendors or subrecipients, depending on the level of administrative
involvement of the local govermnent or nonprofit organization.

Auditee Contact Rhonda Seitz, Bureau of Fiscal Services, Kansas Department of Transportation

Management’s Response/Corrective Action Plan (Unaudited) - A contract review for Vendor-
Subrecipient determination was completed for KDOT by an independent accounting firm in July, 2010.
KDOT will follow the guidance issued in that review in determining whether an entity is a subrecipient
or a vendor for reporting on the State Schedule of Expenditures of Federal Awards (SEFA).
Appropriate contracts have required A-133 language in them and were treated as subrecipients from a
project managemem perspective. However, they were not reported as such on prier SEFA reports.

KDOT will report qualified transactions for July 2010 tl~’ough June, 2011 on the State of Kansas SEFA
as pass-throughs to subrecipients. Existing policy in the KDOT Standard Operating Manual will be
updated to include procedures for defining subrecipients for contracts and for SEFA reporting. An
Accountant 1V position in the Bureau of Fiscal Services has been dedicated to tracking and monitoring
required subrecipient A-133 audits for KDOT.

Finding No. 2010-11 Community Services Block Grant Cluster (CSBG) (Significant Deficiency)

Federal Program - Community Services Block Gram (CFDA No. 93.569) and ARRA - Community
Services B!ock Grant (CFDA No. 93.710), U.S. Department of Health and Human Services, Kansas
Housing Resources Corporation, Grant Awards for Federal Fiscal Years 2009 and 2010
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Finding No. 2010-11 Community Services Block Grant Cluster (CSBG) (Significant Deficiency)
(Continued)

Compliance Requirement - Subrecipient Monitoring and Special Tests and Provisions

Condition - CFDA award titles and numbers were not provided to the subrecipients at the time of award
for both ARRA and non-ARRA funding, and they were not provided at the time of disbursement of
ARRA funding.

Criteria - According to A-I33 §__.400(d), pass-through entities are required to identify Federal
awards made by informing each subrecipient of CFDA title and number. According to 2 CFR section
176.210, each prime recipient must "separately identify to each subrecipient, and document at the time
of the subaward and disbursement of funds, the Federal award number, CFDA number, and amount of
Recovery Act funds".

Cause - CFDA information was not provided due to an oversight by the State.

Effect - The State was not communicating the required information, including additional compliance
requirements, to its subrecipients related to both ARRA and non-ARRA funding. As a result,
subrecipients may not have properly identified ARRA funding on their individual SEFA and SF-SAC
form.

Questioned Costs None.

Recommendation We recommend that the State implement a process that would consistently and
timely inform its subrecipients of the required information.

Auditee Contact Susan James, Chief Financial Officer, Kansas Housing Resources Corporation

Management’s Response/Corrective Action Plan (Unaudited) - To consistently and timely inform its
subrecipients of the required information, KHRC will add the CFDA award titles and numbers in its
grant agreements at the time of a~vard for both ARRA and non-ARRA funding going forward. While the
CSBG ARRA disbursements were specifically identified as ARRA funding at the time of disbursement,
the CFDA award titles and mmabers were not provided. Going forward, KHRC will provide this
information at the time of disbursement.
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Finding No. 2010-12 Community Services Block Grant Cluster (CSBG) (Significant Deficiency)

Federal Program - Community Services Block Grant (CFDA No. 93.569) and ARRA - Coarmmnity
Services Block Grant (CFDA No. 93.710), U.S. Department of Health and Human Services, Kausas
Housing Resources Corporation, Grant Award for the Federal Fiscal Year 2008.

Compliance Requirement - Reporting

Condition - The final report for the Federal Fiscal Year 2008 grant, which was due by December 31,
2009, had not been filed by the State as of October 2010.

Criteria - According to the "Terms and Conditions" of the grant award document provided to the State,
the State was required to file a final report by December 31, 2009.

Cause - The State had not completed their process of reconciling internal information for the report
prior to submission.

Effect - The State was in noncompliance with reporting requirements. This could result in a fnture loss
or reduction of funding.

Questioned Costs None.

Recommendation We recommend that the State implement controls that would ensure that the
information in the final report is reconciled far enough in advance for the report to be filed timely.

Auditee Contact Susan James, Chief Financial Officer, Kansas Housing Resources Corporation

Management’s Response/Corrective Action Plan (Unaudited) - KHRC’s failure to file the final Federal
Fiscal Year 2008 grant report was an inadvertent oversight. Going forward, report due dates have been
added to the Program Manager’s work plan, desk manual, and tickler file for timely reporting. In
addition, the CSBG Kansas Policy Manual is being updated to require subrecipients to submit their final
financial reports sooner (i.e., 60 days after the close of the grant) to facilitate KHRC’s timely
reconciliation and submission of ftnal reports going forward.

Finding No. 2010-13 Community Smwices Block Grant Cluster (CSBG) (Significant Deficiency)

Federal Program - Conmmnity Services Block Grant (CFDA No. 93.569) and ARRA - Comnmnity
Services Block Grant (CFDA No. 93.710), U.S. Departnrent of Health and Human Services, Kansas
Housing Resources Corporation (KHRC), Grant Award for Federal Fiscal Year 2010
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Finding No. 2010-13 Community Services Block Grant Cluster (CSBG) (Significant Deficiency)
(Continued)

Compliance Requirement - Allowable Costs/Cost Principles and Cash Management

Condition - The State used CSBG funds to match expenditures for another Federal grant. Also, three of
the forty-three expenditures selected for testing lacked appropriate and consistent supporting
documentation for how a subrecipient payment was calculated.

Criteria - Although the CSBG progrmn does not require the State to follow the OMB cost principles
and instead allows the State to use its own cost principles, the State has elected to follow the OMB cost
principles. OMB Circular A-87 (A-87) states, "To be allowable under Federal awards, costs must meet
the following general criteria:... Not be included as a cost or used to meet cost sharing or matching
requirements of any other Federal award in either the current or a prior period, except as specifically
provided by Federal law or regulation." The Community Services Block Grant program makes no such
allowance. A-87 also states that costs must "[b]e consistent with policies, regulations, and procedures
that apply uniformly to both Federal awards and other activities of the goverlmaental unit."

Cause - The State misinterpreted a notice in the Federal Register, which led them to believe the
matching cost was allowable. Also, when the State paid subrecipients, they did not have a consistent
policy in place to determine subrecipient payment amounts.

Effect - The State was not in compliance with the Allowable Costs/Cost Principles requirement, which
resulted in questioned costs being charged to the program. Also, without proper supporting
documentation or standard policy for payments to suhrecipients, there is a potential for error in
calculating payments to subrecipients.

Questioned Costs’ $ 29,429. This is the amount of matching costs of another federal program charged
to the CSBG program.

Recommendation - In situations where there is a risk that a charge will be considered unallowable, the
State should consider discussing the charge with its contact at the grantor agency prior to recording the
expenditure. The State shouId implement procedures or policies that would allow for subrecipient
payments to be documented consistently.

Auditee Contact - Susan James, Chief Financial .Officer, Kansas Housing Resources Corporation
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Finding No. 2010-13 Community Services Block Grant Cluster (CSBG) (Significant Deficiency)
(Continued)

Management’s Response/Corrective Action Plan (Unaudited) - Going forward, KHRC will discuss use
of CSBG funds for match expenditures for another Federal grant with its contact at the grantor agency
prior to recording and expending the fnnds. In addition, KHRC has strengthened its payment process
and documentation by requiring subgrantees to formally specify in writing the anaount they request to be
paid, and when amounts requested differ from the normal monthly payment ai~aount of 1/12~h of the total
grant award, a narrative explanation is provided.

Finding No. 2010-14 Weatherization Assistance for Low-Income Persons (Significant Deficiency)

Federal Program - Weatherization Assistance for Low-Income Persons (CFDA No. 81.042) and
Weatherization Assistance for Low-Income Persons - ARRA (CFDA No. 81.042), U.S. Department of
Energy, Kansas Housing Resources Corporation, Grant Award No. DE-EE0000095

Compliance Requirement- Special Tests and Provisions

Condition - CFDA award titles and numbers were not provided at the time of disbursement of ARRA
funding.

Criteria - According to 2 CFR section 176.210, each prime recipient must "separately identify to each
subrecipient, and document at the time of the subaward and disbursement of funds, the Federal award
number, CFDA number, and anaouut of Recovery Act funds" and "... require their subrecipients to
include on their SEFA information to specifically identify Recovery Act funding."

Cause - CFDA information was not provided due to an oversight by the State.

Effect - Since the State was not communicating the required information to its subrecipients related to
ARRA funding, subrecipients may not have properly identified ARRA funding on their individual
Schedule of Expenditures of Federal Award (SEFA) and Data Collection Form.

Questioned Costa’ None.

Recommendation - We recommend that the State implement controls that would consistently and timely
infonaa its subrecipients of the required information.

Auditee Contact- Susan James, Chief Financial Officer, Kansas Housing Resources Corporation
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Finding No. 2010-14 Weatherization Assistance for Low-Income Persons (Significant Deficiency)
(Continued)

Management’s Response/Corrective Action Plan (Unaudited) - The Weatherization Assistance
disbursements were specifically identified as ARRA funding at the time of disbursement; however, the
CFDA award titles and numbers were not provided. To consistently and timely inform its subrecipients
of the required information, KHRC will provide this information at the time of disbursement going
forward.

Finding No. 2010-15 Weatherization Assistance for Low-Income Persons (Significant Deficiency)

Federal Program - Weatherization Assistance for Low-Income Persons (CFDA No. 81.042) and
Weatherization Assistance for Low-Income Persons - ARRA (CFDA No. 81.042), U.S. Department of
Energy, Kansas Housing Resources Corporation, Grant Awards Nos. DE-EE0000095 and DE-
EE0000054

Compliance Requirement - Financial Reporting and 1512 Reporting

Condition - The reporting testwork of the SF-425, Federal Financial Report (SF-425) for the four
quarterly reports (two reports filed for each quarters; one non-ARRA and one ARRA) tested for the
quarters ended September 30, 2009 and June 30, 2010 revealed that the cash disbursements cumulative
amounts were incorrectly calculated and reported. Two of the four reports tested revealed that the
cumulative cash receipts amount were inconectly calculated and reported. Two of the reports tested
were not filed timely. The reporting testwork of the 1512 reports for the quarters ended March 31, 2010
mrd June 30, 2010 revealed that a reclassification of expenditures in the accounting records had not been
reflected in the 1512 reports. In addition, neither the SF-425 reports nor the 1512 reports tested showed
indication of review by someone other than the preparer.

Criteria - Information included in financial reports submitted to the federal grantor should be derived
from the accounting records and should be accurately reported for the given time period. SF-425 reports
are to be filed within 30 days of quarter end. Controls, including involving a review of reports prior to
submission, should be implelnented and documented.

Cause - The State was aware of the inaccurate reporting of the expenditures for the SF-425 reports, but
had been told by U.S. Department of Energy not to amend the prior reports but to correct the issue going
forward. The cash receipts variances and the untimeliness of SF-425 reports and the error in the 1512
reports were caused by an oversight by the State. Finally, although the State may have reviewed all of
the reports prior to submission, it failed to document such review.

-53-



STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-15 Weatherization Assistance for Low-Income Persons (Significant Deficiency)
(Continued)

Effect - The federal grantor agency did not receive accurate and timely financial information for the SF-
425 or 1512 reports. The lack of review prior to submission for the SF-425 and 1512 reports could lead
to additional undetected errors.

Questioned Costs - There were no questioned costs, however the errors identified were as follows:
SF-425 report filed for Non-ARRA funds for quarter ended September 30, 2009

o Cash disbursements were overstated by $ 91,549
¯ SF-425 report filed for ARRA funds for quarter ended September 30, 2009

o Cash disbursements were overstated by $ 731,366
¯ SF-425 report filed for Non-ARRA funds for quarter ended June 30, 2010

o Cash disbursements were understated by $ 484,214
o Cash receipts were understated by $ 629,644

¯ SF-425 report filed for ARRA funds for quarter ended June 30,2010
o Cash disbursements were understated by $ 752,732
o Cash receipts were understated by $157,414

¯ 1512 report filed for the quarters ended March 31, 2010 and June 30, 2010
o Expenditures overstated by $ 20,174 in both quarters

Recommendation - We recommend that KHRC use their own transactions recorded in their accounting
system to include in the reports to the grantor. We recon~mend that a process be implemented to ensure
timely filing of all required reports. Finally, we recommend that a review process be performed and
docm-nented by a staff member ~knowledgeable of the reporting requirements prior to the submission of
the reports.

Auditee Contact- Susan James, Chief Financial Officer, Kansas Housing Resources Corporation

Management’s Response/Corrective Action Plan (Unaudited) - KHRC will use the transactions and
activity from its accounting system to include in the reports to the grantor going forward. In addition,
KHRC will improve oversight over its reporting timelines to ensure timely filing of all required reports
by centralizing due date monitoring for the various reports. KHRC will also formally document review
by a staff member kmowledgeable of the reporting requirements by email or file note prior to the
submission of the reports.
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Finding No. 2010-16 Energy Efficient Appliance Rebate Program (EEARP or SEEARP) - ARRA
(Material Noncompliance)

Federal Program - Energy Efficient Appliance Rebate Program (EEARP) - ARRA (CFDA No. 81.127),
U.S. Department of Energy, Kansas Housing Resources Corporation (KHRC), Grant Award No. DE-
EE0001660

Compliance Requirement- Activities Allowed or Unallowed, Allowable Costs/Cost Principles and
Eligibility

Background and Condition - In a summary provided by KHRC, the following is a description of the
EEARP or SEEARP prograna, "In partnership with the State Energy Office mid through a grant from the
U.S. Department of Energy (DOE), Kansas Housing Resources Corporation (KHRC) began
administering the SEEARP program in December 2009. SEEARP was essentially a "cash for clunkers"
program, providing rebate vouchers to income-qualified Kansans towards the purchase of energy
efficient appliances. The purpose of the program was to remove old appliances from the energy grid."

The rebate process began with a participant filling out an application to determine that the potential
participant owned an eligible recyclable appliance and that the potential participant was income-eligible.
Once the participant’s application was processed and approved, the participant was issued a rebate
voucher to take to a retailer to purchase a new appliance. The retailer was responsible for several things
before they could present the rebate voucher to KHRC for payment, including providing the make,
model and serial number of the old appliance traded in by the participant and for recycling the old
appliance.

Situations arose in May 2010 that involved four employees who were involved in the SEEARP program.

One employee (Employee A) circumvented the controls over the retailer process and
provided the make and model lmmbers of the old appliances obtained by KHRC in the
application process to the retailer without the retailer first obtaining that information from the
participant.

Three other employees (Employees B, C and D) personally applied and were approved for
participation in the prograln. These three employees misrepresented their income on their
applications. One of these three employees (Employee C) would have been ineligible for the
program if he/she had reported the correct amount of income on their application.
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Finding No. 2010-16 Energy Efficient Appliance Rebate Program (EEARP or SEEARP) - ARRA
(Material Noncompliance) (Continued)

Criteria - In order for a retaiier to be reimbursed for a voucher presented by a program participant, the
retailer was supposed to provide the make, model and serial number of the old appliance as
documentation that an old appliance was presented by the program participant for recycling. This
documentation was necessary to demonstrate that the payment to the retailer was an allowable activity
and cost. Also, in order to be eligible to participate in the program in the State of Kansas, applicants
must accurately and honestly provide their household income. This demonstrates one aspect of
eligibility for the program.

Cause - Four employees circumvented the controls in place at the State. Three of these employees did
so for personal gain.

Effect -
Situation No. 1 - Since Employee A provided infornration to one retailer (it is unverifiable if she
did this with other retailers), it is uncertain that the old appliances were taken out of circulation
or if the participant had presented an old appliance when shopping for the new one. The State is
in the process of requiring the retailer at issue to supply documentation that all the old appliances
were recycled. If the retailer is unable to supply that documentation, the State will ask for the
vouchers to be repaid by the retailers.

Situation No. 2 - Employee B, C and D personally benefited from the program after providing
dishonest information on their applications. This situation constitutes abuse of the federal
program. According to Paragraph 4.12 of Government Auditing Standards, abuse is defined as
"...Abuse also includes misuse of authority or position for personal financial interests or those of
an imnrediate or close family member or business associate."

Questioned Costs -

Situation No. 1 - Questioned costs for this nonconrpliance are unknown as of June 30, 2010 due
to the inability of the State at that time to know exactly how many vouchers were affected by this
circumvention of controls. We estimate that the questioned costs could be material due to the
volmne of activity that took place with one particular retailer.

Situation No. 2 - $ 3,457. These costs represent the aumunt of the vouchers redeemed by
Employee B, C and D. The State has since asked for these vouchers to be reimbursed by the
employees.
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Finding No. 2010-16 Energy Efficient Appliance Rebate Program (EEARP or SEEARP) - ARRA
(Material Noncompliance) (Continued)

Recommendation - Once the State became aware of the situations described above, the State took
appropriate actions to cease this activity. The State reported the situations to the Department of Energy.
The Department of Energy has worked with the State in addressing the issue. We recommend that the
State continue to gather the information necessary to make a final determination on the allowability of
costs charged to this program and continue to inform the Department of Energy of their progress.

Auditee Contact Susan James, Chief Financial Officer, Kansas Housing Resources Corporation

Management’s Response/Corrective Action Plan (Unaudited) - Kansas Housing Resources Corporation
(KHRC) appreciates the Auditor’s thoughtful review of the SEEARP Program and takes seriously the
noncompliance identified therein. Upon learning of the employees’ actions, KHRC immediately put the
employees on administrative leave, contacted the Department of Energy (DOE) and the Department of
Energy Office of Inspector General (OIG), and conducted its own internal investigation.

The retailer at issue similarly conducted its own investigation and later provided detailed documentation
from their third party delivery companies that substantiated that appliances were picked up and recycled
from the SEEARP consumers. Further, they informed KHRC of their normal process for picking up and
recycling equipment for all their stores. The retailer stood by its certifications that it made to KHRC on
each voucher that a qualifying old appliance was picked up from each SEEARP consumer, regardless of
the circmnvention of the one security protocol that is at issue.

KHRC shared the information from the retailer with DOE. DOE told KHRC by phone that they were
satisfied with KHRC’s response and considered SEEARP in compliance. Since KHRC did not receive
this in writing, KHRC provided a letter to DOE summarizing the actions KHRC took and informing
DOE that KHRC considered the matter resolved to DOE’s satisfaction unless they provided KHRC with
further direction. DOE has not responded, inferring that they are satisfied.

Finally, KHRC took administrative action against all four employees; they are no longer employees of
KHRC and those who received vouchers were required to repay the voucher amounts redeemed. KHRC
has since implemented a policy that the Executive Director and General Counsel have to personally
approve each employee before they apply to participate in a KHRC program to ensure that there are no
conflicts of interests or favoritism; this approval does not guarantee or pre-approve participation in the
program; it only approves the employee’s application to participate in the program.
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Finding No. 2010-16 Energy Efficient Appliance Rebate Program (EEARP or SEEARP) - ARRA
(Material Noncompliance) (Continued)

Management’s Response/Corrective Action Plan (Unaudited) (Continued) - Most importantly, the
finding is based on the premise that the make/model/serial number security feature was necessary to
demonstrate that the payments were for allowable activity and cost. We respectfully disagree with this
premise: while a rogue employee of one retailer and KHRC circumvented one security feature, all other
protocol and certifications were met and all evidence (from both KHRC’s investigation and the
retailer’s) suggests that the retailer payments were for allowable activity and cost.

KHRC demonstrated that it acted responsibly and within program rules by timely notifying DOE, DOE
GIG, and the auditors; conducting a thorough administrative investigation and dealing appropriately
with disciplining KHRC persolmel; and implementing policies to prevent reoccurrences. Given DOE’s
apparent satisfaction with KHRC and these other mitigating factors mentioned, KHRC considers the
matter resolved.

Finding No. 2010-17 National Guard Military Operations and Maintenance (O & M) Projects
(Significant Deficiency)

Federal Program - National Guard Military Operations and Maintenance (O & M) Projects (CFDA No.
12.401), including ARRA, National Guard Bureau, Kansas Adjutant General’s Department, Grant
Award Nos. W912JC-10-2-1000 and W912JC-09-2-9037

Compliance Requirement - Procurement, Suspension and Debarment

Condition - The State failed to ensure that contractors were not suspended or debarred when it entered
into contracts with an entity at a lower tier.

Criteria According to 2 CFR 180, the State must ensure that entities are not suspended or debarred
when a contract is awarded that is expected to equal or exceed $ 25,000.

Cause - The State was not aware of this requirement for entering into contracts funded by the National
Guard grant.

Effect - The State could enter into a contract or vendor relationship with a suspended or debarred party
that could result in questioned costs.

Questioned Costs None.
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Finding No. 2010-17 National Guard Military Operations and Maintenance (O & M) Projects
(Significant Deficiency) (Continued)

Recommendation - The State should implement controls that would include checking the EPLS for all
contracts expected to exceed $ 25,000, collecting a certification from the entity, or adding a clause or
condition to the covered transaction with that entity prior to entering into a contract.

Management’s Response/Corrective Action Plan (Unaudited) - In order for the Adjutant General’s
Department to meet the criteria as set forth in the audit finding, the agency must ensure that entities are
not suspended or debarred when a contract is awarded that is expected to equal or exceed $ 25,000, the
following actions will be incorporated in all appIicable procurement activities:

When submitting a Request for Quote or Proposal for any product or service, paid for through a
Federal/State Cooperative Agreement with the National Guard Bureau, that is expected to equal
or exceed $ 25,000, the agency will include in the specifications:

o A statement indicating the contract will only be awarded to an entity that is not on the
Federal Suspension and Debarment List as found on the Excluded Parties List System

o Require all entities that submit a bid to include written certification that includes the
proper name of the entity, indicating they are not on the Federal Suspension and
Debarment List as found on the Excluded Parties List System

Management’s Response/Corrective Action Plan (Unaudited)(Continued) -
¯ Before awarding any such contracts, the agency will check the Federal Suspension and

Debarment List as found on the Excluded Parties List System
¯ Contracts wili not be awarded to any entity on the Federal Suspension and Debarment List as

found on the Excluded Parties List System

Finding No. 2010-18 Special Education Cluster (IDEA) (Significant Deficiency)

Federal Award- Special Education Cluster (IDEA), Including ARIL~ (CFDA Nos. 84.027, 84.173,
84.391, 84.392), U.S. Department of Education (USDE), Kansas Department of Education (KSDE),
State Fiscal Year 2010 Award

Compliance Requirement- Level of Effort-Maintenance of Effort (MOE)

Condition The KSDE submitted a final waiver letter on June 30, 2010 to the USDE to request a partial
waiver of the IDEA maintenance of effort requirement for State fiscal year 2010. This request was in
the amount of $ 55,492,707. On October 25, 2010, the USDE granted a partial waiver in the amount of
$ 53,306,253. This left the State sl~ort by $ 2,186,454 in meeting this requirement.
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Finding No. 2010-18 Special Education Cluster (IDEA) (Significant Deficiency) (Continued)

Criteria - Under 20 U.S.C. 1412(a)(18)(A) and 34 CFR 300.163(a), "a State must not reduce the
amount of State finmacial support for special education and related services for children with disabilities,
or otherwise made available because of the excess costs of educating those children, below the amount
of that support for the preceding fiscal year."

Cause The State of Kansas experienced a precipitous and unforeseen decline in State financial
resourcesduring the year.

Effect - When the State fails to maintain the required financial support, the USDE will reduce the
allocation of funds to the State for any fiscal year following the fiscal year for which the State fails to
maintain effort, by the same amount by which the State fails to meet the requirement. Therefore, the
State’s IDEA allocation for fiscal year 2011 will be less than fiscal year 2010.

Questioned Costs’ - The known questioned costs are $ 2,186,454, which is the amount the State was
short in meeting the MOE requirement.

Recommendation - We reconmaend the KSDE continue to advise the State of Kansas Legislature of the
IDEA maintenance of effort requirements mad the effect it will have on future federal fnnding if the
requirement is not met.

Auditee Contact - Ethan Erickson, Director of FiscaI Services and Operations, Kansas Depa~tment of
Education

Management’s Response/Corrective Action Plan (Unaudited) - The Kansas Departnrent of Education
(KSDE) will continue to advise the Governor’s Budget Office as weI1 as the Legislature as to the IDEA
maintenance of effort (MOE) requirements. At each step of the appropriation process, KSDE will
provide formal documentation outlining the requirements and any potential penalties the State may incur
if MOE is not met. For example, based on the Governor’s recommendation for FY 2011 expenditures,
KSDE has requested the Legislature appropriate additional monies to avoid any potential penalties and
repeat findings.

Finding No. 2010-19 Student Financial Aid Cluster (Significant Deficiency)

Federal Award - Student Financial Aid Cluster (CFDA No. 84.268 Federal Direct Student Loans
(Direct Loans) at the University of Kansas), U.S. Department of Education, University of Kansas (the
University), Grant Award Year 2010
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Finding No. 2010-19 Student Financial Aid Cluster (Significant Deficiency) (Continued)

Compliance Requirement - Special Tests & Provisions No. 3 - Disbursements to or on Behalf of
Students

Condition - There were nine out of forty-eight Direct Loan students tested who received loans in one or
more semesters but did not receive a refund for the semester(s); therefore, these students did not receive
timely, written notification of any required information during award year 2010 (Fall 2009, Spring 2010
and Summer 2010). There were ten out of forty-eight Direct Loan students tested who received a refund
in at least one semester during the award year and received a timely, written notification of the student
or parent’s right to cancel all or a portion of the loan and the procedure and time by which the student or
parent must notify the University that he/she wishes to cancel the loan; however, the notification only
included the refund amount not the date or amount of loan disbursement. In the semester(s) when loans
~vere disbursed to these students but a refund was not received, the students did not receive notification
of any required ilLformation. The remaining twenty-nine Direct Loan students tested received timely,
va’itten notifications in the appropriate semester(s) because they also received a refund for the
semester(s). The notifications included all required information except the date and amount of loan
disbursement.

Criteria 34 CFR 668.165(a)(2)(i - iii) and (a)(3)(i) state, "if an institution credits a student’s account
at the institution with Direct Loan funds...the institution must notify the student or parent of the
anticipated date and amount of the disbursement, the student’s right or parent’s right to cancel all or a
portion of that loan.., and have the loan proceeds returned to the holder of that loan and the procedures
and time by which the student or parent must notify the institution that he or she wishes to cancel the
lom~...The institution must provide the notice...in writing no earlier than 30 days before and no later
than 30 days after, crediting the student’s account at the institution.. 2’

Cause The lapse in appropriate notifications occurred due to changes made in the University’s
processesduring a software implementation phase.

Effect Students were not appropriately notified of their rights regarding loans credited to their account
at the University.

Questioned Costs None. The condition relates to a failure to notify students of rights and did not result
in questioned costs for the program.

Recommendation - We recomlnend the University design and implement procedures to provide timely
and appropriate notification to students who receive credits to their University account with loan funds.
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Finding No. 2010-19 Student Financial Aid Cluster (Significant Deficiency) (Continued)

Auditee Contact - Janet Roecker, Associate Director, Financial Aid & Scholarships, The University of
Kansas

Management’s Response/Corrective Action Plan (Unaudited) - The University of Kansas (KU)
acknowledges a partial lapse in notification occurred as an unexpected and unintended result of the
implementation of new software and concurs with the auditor’s recommendation. Once the 1apse was
identified, KU immediately took corrective action and impIemented a plan to ensure students receive
timely notification. Begimaing with the implementation of this plan in October 2010, all students
receive electronic notification of their right to cancel loans and the procedure by which to do so with
their monthly bill notification. The monthly bills also display the amount of any disbursements to the
student’s account since the previous monthly billing cycle and refer the student to his or her online
account summary for more specific information, which includes the date of the disbursements. To
further draw attention to this important information and improve notice to the student, KU is in the
process of programming additional conununications, with an anticipated implementation prior to the
summer 2011 semester. Finally, KU is in the process of implementing a process to ensure that it
continues to provide proper notification in compliance with federal regulations despite any future
software updates or system changes.

Finding No. 2010-20 Student Financial Aid Cluster

Federal Program - Student Financial Assistance Programs (CFDA Nos. 84.007, 84.033, 84.063,
84.268, 84.375, 84.376, 84.379 at the University of Kansas), U. S. Department of Education, University
of Kansas (the University), Grant Award Year 2010

Compliance Requirement - Special Tests mad Provisions No. 4 - Return of Title IV Funds After a
Student Begins Attendance

Condition - Our testing of Title IV fronds returned after a student begins attendance revealed that for 2 of
60 students tested, the University should have returned more funds to the U.S. Department of Education.

Criteria 34 CFR 668.22(e)(4) states, "the unearned amount of title IV assistance to be returned is
calculated by subtracting the mnount of title IV assistance earned by the student...from the amount of
title IV aid that was disbursed to the student as of the date of the institution’s determination that the
student withdrew."
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Finding No. 2010-20 Student Financial Aid Cluster (Continued)

Cause - Human error caused the incorrect amounts to be returned. Their Financial Aid System is set up
to pull in the Title IV aid disbursements or awards that could have been disbursed as part of the
calculation. When there is accepted aid on the system that does not meet criteria for disbursement or
post-withdrawal disbursement, the aid should be cancelled prior to the calculation taking place. In these
two instances, aid was not cancelled appropriately causing the aid unearned portion of their calculation
to be incorrect, which resulted in a lower amount of funds returned than required.

Effect - The University should have returned more funds to the U.S. Department of Education for use in
awarding additional aid to other students.

Questioned Costs - Known questioned costs - In the sample population, the State should have returned
$ 64,982 to the U.S. Department of Education but only returned $ 62,715.

Recommendation - We recommend the University el~mace its review process to include more of the
detail of the return of fnnds calculation.

Auditee Contact - Janet Roecker, Associate Director, Financial Aid & Scholarships, The University of
Kansas

Management’s Response/Corrective Action Plan (Unaudited) - The University concurs with the
Auditor’s recommendation and has modified its procedures and adopted additional safeguards to prevent
future incidents of human error in the calculation of the return of Title IV aid. The above identified error
was the result of the accidental inclusion of aid that had been accepted but had not disbursed. In order to
prevent this error in the future, KU has instituted a new process, whereby the Associate Director who
oversees this process shall review the "Disbursement Error Report" each weekday to cancel any aid that
has not disbursed and does not qualify for disbursement. This will prevent any unqualified undisbursed
aid from being included in any return of funds calculations. KU has also conducted additional training
with the Financial Aid and Scholarships staff accountant to ensure that, a second check will be
conducted to confirm that any undisbursed aid that does not qualify for disbursement has been canceled,
prior to performing return of funds calculations. In addition, the Associate Director will review all
return of funds calculations after they are completed, to ensure that they have been completed properly.
The new controls ensure the components of the return aid calculation will be verified at no fewer than
three stages in the return process.
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Finding No. 2010-21 Student Financial Aid Cluster

Federal AuJard - Student Financial Aid Cluster (CFDA No. 84.063 Federal Pell Grant Program at
Kansas State University), U.S. Department of Education, Kansas State University (the University),
Grant Award Year 2010

Compliance Requirement - Eligibility

Condition - Excess Pei1 funds were disbursed to a student enrolled at Kansas State University.

Criteria - The Federal Pell Grant Program eligibility guidelines are listed at 34 CFR 690. If a student is
enrolled in two universities in the same semester, the amount of the Pell awarded to the student should
be divided between the two universities. The student should not receive two f~lll Pell awards for one
semester.

Cause The University failed to verify that the student was enrolled in two colleges in the same
semesterand had received a full Pell grant from the other university.

Effect - The student received financial assistance in excess of student financial need.

Questioned Costs - The mnount over-awarded to the student was $1,339.

Recommendation We recommend the University design and implement procedures to ensure that dual-
em’olled students do not receive excess Pell awards.

Auditee Contact - Larry Moeder, Assistant Vice-President, Student Financial Assistance, Kansas State
University
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Finding 2010-21 Student Financial Aid Cluster (Continued)

Management’s Response/Corrective Action Plan (Unaudited) - In reviewing the above noted case in
greater detail, it has come to Kansas State University’s Office of Student Financial Assistance’s
attention that an unusual, non-traditional semester/term definition at the other institution, in all
likelihood, contributed directly to this overpayment error. The date of disbursement reported by the
other institution is recorded within the U.S. Department of Education’s Common Origination &
Disbursement (COD) System as having occnrred on July 1, 2009. Under a traditional semester-based
academic calendar, a disbursement date of July 1 would typically be regarded as representing a
disbursement specific to a summer semester. In such a traditional colatext, consequently, a July 1
disbursement of a Federal Pell Grant would have posed no eligibility issue for a student enrolled at
Kansas State University for the traditional fall semester, provided he/she was not receiving a "fall" Pell
at the other institution as well. After direct inquiries with the other institution, our office was made
aware of the fact that they had set up a "non-traditional" semester definition for a cohort of students
enrolled in their adult education program. Under this unique definition, the student in question was
considered to be el~rolled in a "fail" semester that began on June 22, 2009 and lasted through
November 23, 2009.

Volulne II, Section I, page 156 of the 2009-2010 COD Teclmical Reference provides the business rules
utilized by the COD of notifying an institution of a possible "concurrent enrollment" situation for any
given Federal Pell Grant recipient. The business rules note:

1) A student may not receive a PeI1 Grant at two or more schools concurrently.
2) When the COD System receives disbursement information for a student from more than one

Attended School for the same award year, the COD System checks whether the enrollment dates
are within 30 calendar dates of each other [ our emphasis ]

3) If a concurrent enrollment situation exists, the COD System sends the school that submitted the
disbursement information a Warning Edit #069 on their Response document.

4) The COD System sends the school with accepted disbursement information in COD for the
student and that award year, a Multiple Reporting Record.

~s://www.fsadownload.ed.~ov/Repository/CODTechRef0910Apr/0910CODTechRefVol2Secl ImpGu

In order to create a Federal Pell Grant award within the COD System an institution must provide, as part
of the Pell origination record, an "Enrolhnent Date." The COD technical references define Enrollment
Date as the "first date that the student was enrolled in any eligible program for the designated school
year."
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Finding 2010-21 Student Financial Aid Cluster (Continued)

Management’s Response/Corrective Action Plan (Unaudited) (Continued) - As noted above, the trigger
that allows the COD System to identify a possible concurrent enrollment situation centers on a
comparison of the e~arollment dates reported by each institution. The enrollment date reported by the
other institution in this situation was June 22, 2009. The e~ollment date reported by Kansas State
University was August 24, 2009. This fact can be verified by referencing data for this case via COD on-
line. Since these two dates are no~t within 30 calendar dates of each other, Kansas State University’s
Office of Student Financial Assistance received no notification from the COD of a possible concurrent
earollment situation in the form of either a Warning Edit of 069 or a reference to this student on any of
the Multiple Reporting Records received for the 2009-10 aid year.

Kansas State University’s Office of Student Financial Assistance would like to take this opportunity to
note that, once identified as a true overpayment, the Federal Pell Grant funds in this case were returned
to the U.S. Department of Education and appropriate Federal Pell Grant data adjustments were made
with the COD System well before the official, published 2009-10 award year Federal Pell Grant
processing deadline of September 30, 2010 had been reached.

In the absence of any systematic tools or guidance provided by the U.S. Department of Education that
would allow Kansas State University to identify and address Federal Pell Grant overpayments due to
unconventional semester/term definitions, our office must utilize the information gained from this
particular inst0aace to modify our practices/procedures. Since our office has now become acquainted that
this particular institution offers Federal Pell Grants under a unique and non-traditional semester/term
definition, we will manually review each Pell eligible student who we have reason to believe is
attending this particular institution as well as our own. For example, we will examine each Pell eligible
student’s Free Application for Student Aid (FAFSA) data to see if he/she has also applied for federal
student aid at this particular institution. In this same vein, a good faith attempt wii1 be made to review a
student’s Federal Pell Grant eligibility where any office staff member has been made aware of a possible
el~rollment at this particular institution.

Finding No. 2010 - 22 Medicaid Cluster (Significant Deficiency)

Federal Award - Medicaid Cluster (CFDA Nos. 93.775, 93.777, 93.778), including ARRA, U.S.
Department of Health and Humau Services (HHS), Kansas Health Policy Authority (KHPA) and Kansas
Department of Aging (KDOA), State Fiscal Year 2010 Award

Compliance Requirement - Special Tests mad Provisions: Inpatient Hospital and Long-Term Care
Facility Audits
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Condition - Our testwork revealed that two out of twenty rebase audits and fifty-six out of sixty desk
reviews tested did not show evidence of a secondary review as required by the State’s internal control
policy. In addition, one of the sixty desk reviews tested had an adjustment to reduce a cost report line
item for a lack of supporting documentation; however, it was found that the line item did have support
for the total amount originally reported and the Provider Adjustment Sheet was incorrect. The change to
the cost report did not affect cost rates during the year ended June 30, 2010, but could have affected
rates in the fnture had the cost report been used to set future rates.

Criteria - The A-102 Common Rule requires that non-Federal entities receiving Federal awards
establish and maintain internal control designed to reasonably ensure compliance with Federal laws,
regulations, and program compliance requirements. KDOA performs rebase audits, field audits and
desk reviews on long-term care facility cost reports to ensure uniform cost reports are filed for each
participating provider.

Cause - The employee who nomrally performed the secondary review retired. KDOA did assign the
review responsibility for desk reviews to another employee; however, there was no physical evidence to
show the review had actually been performed.

Effect - The lack of a secondary review may allow errors on the cost reports to go undetected, thus,
affecting the payment rates established for long-term care facility services. These payment rates drive
the amount of Medicaid funds paid to the long-term care facility services.

Questioned Costs - None.

Recommendation - We recommend that KDOA implement procedures to ensure all rebase audits and
desk reviews have a secondary review and maintain documentation of the reviews performed.

Auditee Contact - Scott Brmmer, Chief Financial Officer, Kansas Health Policy Authority

Management’s Response/Corrective Action Plan (Unaudited) - KDOA filled the nursing facility audit
manager’s position on October 4, 2010. This is the position that would have conducted the check of the
rebase audits and desk reviews. We will review all audit report forms to ensure that a space is included
for the audit manager (or substitute reviewer) to sign off on the report. A substitute reviewer list will
also be developed to clearly identify the responsible reviewer in the absence of the audit manager. The
Nursing Facility Reimbursement Program Manager will be the first back-up reviewer, and the Division
Director will be the second back-up reviewer.
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Finding No. 2010 - 23 Medicaid Cluster

Federal Award - Medicaid Cluster (CFDA Nos. 93.775, 93.777, 93.778), including ARRA, U.S.
Departmeut of Health and Human Services (HHS), Kansas Health Policy Authority (KHPA), State
Fiscal Yem" 2010 Award

Compliance Requirement - Eligibility for Individuals

Condition - We noted one out of sixty individuals selected for eligibility testwork did not have a written
application maintained in the case file for the time period tested.

Criteria - Under 42 CFR 435.907(a) and (b), "the agency must require a written application from the
applicant, an authorized representative or, if the applicant is incompetent or incapacitated, someone
acting responsibly for the applicant. The application must be on a form prescribed by the agency and
signed under a penalty of perjury." The application must be maintained with the case file to demonstrate
compliance,

Cause - Internal eligibility procedures were not followed by the State employee who determined
eligibility.

Effect - Federal funds were paid for services provided to an ineligible individual.

Questioned Costs - Total questioned costs are $ 2,573,926. This total includes known federal
questioned costs of $ 5,392 and likely federal questioned costs of $ 2,568,534.

Recommendation - We recommend that the State provide training to those individuals making eligibility
determinations, stressing the importance of proper maintenance for all eligibility documentation,
including Medicaid applications, in case files.

Auditee Contact - Scott Brmmer, Chief Financial Officer, Kansas Health Policy Authority

Management’s Response/Corrective Action Plan (Unaudited) - KHPA believes that it has fialfilled the
COlnmitments made in response to the audit recommendations. We believe that Kansas is following the
intent of the law and providing health care to needy beneficiaries including kids.
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Finding No. 2010 - 23 Medicaid Cluster (Continued)

Management’s Response/Corrective Action Plan (Unaudited) (Continued) - KHPA will continue to
clarify policy requirements regarding internal eligibility procedures are being followed by the state staff
at SRS. KHPA will work with SRS to ensure that any process deficier~cies are changed. KHPA has
instructed eligibility workers reviewing eligibility applications to follow the checklist to verify if the
beneficiary is eligible and maintain appropriate documentation in all case files. KHPA will continue to
work and offer training to eligibility workers regarding these guidelines to ensure that beneficiaries are
eligible in Kansas Medicaid.

Finding No. 2010 - 24 Children’s Health Insurance Program (CHIP) (Significant Deficiency)

Federal A~,ard- Children’s Health Insurance Program (CHIP) (CFDA No. 93.767), U.S. Department of
Health and Human Services (HHS), Kansas Health Policy Authority (KHPA), State Fiscal Year 2010
Award

Compliance Requirement - Eligibility for Individuals

Condition - Our testwork revealed five out of sixty beneficiaries tested had incorrect household income
calculations. When recalculations ~vith the correct information were performed, three of the five
beneficiaries remained in the same CHIP benefit categories, one beneficiary changed CHIP benefit
categories and should have been paying a monthly premium of $ 20 and the last beneficiary was
determined to be eligible for the Medicaid program (another federal program) rather than CHIP and
should not have been paying a $ 30 monthly premium. One claim for this beneficiary was submitted
and paid through the Medicaid Management Information System (MMIS) during the time period the
beneficiary should have been classified as Medicaid eligible. This beneficiary was also included in the
capitation rate calculation for two managed care organizations during this time period. The federal
portion of this claim and resulting payments to the managed care organizations is $ 273. In addition,
one out of sixty beneficiaries had been erroneously listed as active for CHIP benefits in the fiscal
agent’s, HP Enterprise Services (HPES), payment system for 23 days. The beneficiary had been
correctly denied coverage; however, the caseworker had entered an approval and denial code on the
same day in KAECSES, which caused the case to read active in the payment system. No claims were
submitted or paid by HPES through MMIS for this beneficiary during this time period; however, the
beneficiary was included in the capitation rate calculation for two managed care organizations resulting
in payments to these organizations of $ 70 (federal portion only).
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Finding No. 2010 - 24 Children’s Health Insurance Program (CHIP) (Significant Deficiency)
(Continued)

Criteria - The Kansas state plan provides guidelines for the determination of individual eligibility for
the CHIP program, including how to calculate household income. Household incorne is a factor in
determining whether an applicant is eligible for the CHIP program.

Cause - Human error and a lack of understanding over the household income calculation criteria caused
these errors,

Effect - Federal expenditures were incurred for the beneficiary that was not CHIP eligible. For the
beneficiary that changed CHIP benefit categories, the State was not paid the allotted premium.

Questioned Costs - Total questioned costs are $ 322,534. This total includes known federal questioned
costs of $ 343 and likely federal questioned costs of $ 322,191.

Recommendation - We recommend the State provide additional training regarding evaluating household
income criteria and related calculations.

Auditee Contact- Scott Brunner, Chief Financial Officer, Kansas Health Policy Authority

Management’s Response/Corrective Action Plan (Unaudited) - KHPA disagrees with the total
questioned costs of $322,i91. The finding identified an individual that received CHIP assistance and
where the monthly per member per month payment was made incorrectly. While KHPA acknowledges
that the individual was iucorrectiy e~arolled in CHIP, the services that were delivered would likely have
been covered by Medicaid. The costs should not be excluded because the appropriate premium amount
was not collected. KHPA would recalculate the amount in error to be $ 376.98 based on the total federal
cost of $ 272.44. Using the same methodology as the auditors, the likely federal questioned costs are
less than $ 256,561.

KHPA will continue to clarify policy requirements regarding required notifications of beneficiaries’
changes in circumstances that ~nay affect their eligibility. KHPA has instructed eligibility workers
reviewing eligibility applications to follow the checklist used to verify if a beneficiary is eligible in
Kansas. KHPA will continue to reinforce the proper way to evaluate household income and related
calculations to determine eligibility. KHPA will continue to work and offer trff~ning to eligibility
workers regarding these guidelines to ensure that beneficiaries eligible in Kansas for CHIP.

KHPA is in the process of implementing a new automated eligibility and benefits administration system.
Obtaining the new system is a critical step in our ability to successfully implelnent policy changes and
manage eligibility.
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Finding No. 2010-25 Child Care and Development Block Grant Cluster (Significant Deficiency)

Federal Program - Child Care and Development Block Grant (CFDA No. 93.575), Child Care
Mandatory and Matching Funds of the Child Care and Development Fund (CFDA No. 93.596), Child
Care and Development Block Grant - ARRA (CFDA No. 93.713), U.S. Department of Health and
Human Services, Kansas Department of Social and Rehabilitation Services (SRS),Award Nos.
G0901KSCCDF and G 1001KSCCDF

Compliance Requirement - Suspension and Debarment

Condition - For one of three third-party agreements tested, the State did not check the "Excluded Parties
List System" (EPLS) to ensure that the third-party was not suspended or debarred, collect a certification
from the third-party or add a clause or condition to the contract with the third-party prior to entering into
a contract with the third-party.

Criteria - According to 2 CFR part 180, non-federal entities are prohibited from contracting with or
entering subawards under covered transactions to parties that are suspended or debarred or whose
principals are suspended or debarred.

Cause - The State was not aware of this requirement for all of their third-party agreements fnnded by
federal grants.

Effect - The State could enter into a subaward or contract with a suspended or debar~ced party which
could result in questioned costs.

Questioned Costs - None,

Recommendation - The State should implement controls that would include checking the EPLS for all
applicable third-pm~ies, collecting a verification from the third-party or add a clause or condition to the
third-party subaward or contract prior to entering into a subaward or contract.

Auditee Conlact- Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Kansas
Department of Social and Rehabilitation Services, Office of Audit and Consulting Services
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Finding No. 2010-25 Child Care and Development Block Grant Cluster (Significant Deficiency)
(Continued)

Management’s Response/Corrective Action Plan (Unaudited) - The State will utilize a contract template
when entering into a subaward or contract, which includes the following debarment clause:

30.0 Debarment

As part of the Code of Federal Regulations (45 C.F.R. Part 76), all governmental entities
receiving funding from the Federal Government must participate in a government wide
system for non-procurement debarment and suspension. A person or entity that is
debarred or suspended shall be excluded from Federal financial and non-financial
assistance and benefits under Federal programs and activities. Debarment or suspension
of a participant in a program by one agency shall have government wide effect. The
Secretary of SRS is authorized to impose debarment. Before any person or entity enters
into an agreement, grant or contract with SRS, the "Excluded Parties Lists" (located at
the web site btt://epls.arnet.gov) shall be researched for potential debarred persons or
entities.

We understand this clause should have been used in all contracts in the State of Kansas and we will also
ensure that, if not included by the Department of Administration, it will be added upon our review.

Finding No. 2010-26 Child Care and Development Block Grant Cluster (Significant Deficiency)

Federal Program - Child Care and Development Block Grant (CFDA No. 93.575), Child Care
Mandatory and Matching Funds of the Child Care and Development Fund (CFDA No. 93.596), Child
Care and Development Block Grant - ARRA (CFDA No. 93.713), U.S. Department of Health and
Human Services, Kansas Department of Social and Rehabilitation Services (SRS), Award Nos.
G0901KSCCDF and G1001KSCCDF

Compliance Requirement - Eligibility

Co~dition - One out of sixty case files selected for testing could not be produced by SRS. Because the
file was not available, testing could not be perfornred to ensure that the participant receiving Child Care
Development Block Grant funds was eligible for the funding.

Criteria - Eligibility guidelines are docmnented at 42 USC 9858. Documentation must be maintained to
support the eligibility determination of a participant.

Cause - There is a lack of controls over the custody of participant case files.
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Finding No. 2010-26 Child Care and Development Block Grant Cluster (Significant Deficiency)
(Continued)

Effect - Without proper documentation of the eligibility determination, the eligibility determination
camaot be supported or verified. In addition, the State could be funding an ineligible participant.

Questioned Costs - Total questioned costs are $ 1,320,463. This includes known questioned costs of
$4,640 and likely questioned costs of $1,315,823.

Recommendation - We reconmaend that the State review the current system in place for maintaining
participant files and modify it to ensure all files are accounted for at all times.

Auditee Contact - Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Kansas
Department of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Corrective Action Plan (Unaudited) - Each of the six management regions has
established procedures for maintaining participant files. Regional flexibility allows for offices to address
staffing needs and better ensures applications and reviews are processed timely, timely action is taken on
reported changes, and other regular activities are completed and documented in participants’ case files
as required. SRS’s plan will be to work with regional management staff on the importance of
maintaining these files based upon their established plan. We will also ask them to reiterate this
importance to their staff, and to document their regions’ plans to ensure filing procedures are being
followed and files can be accounted for. Copies of those plans will be maintained by the lead program
staff in each region.

Finding No. 2010-27 Child Care and Development Block Grant Cluster

Federal Program - Child Care and Development Block Grant (CFDA No. 93.575), Child Care
Mandatory and Matching Funds of the Child Care and Development Fund (CFDA No. 93.596), Child
Care and Development Block Grant - ARRA (CFDA No. 93.713), U.S. Department of Health and
Human Services, Kansas Department of Social and Rehabilitation Services (SRS), Award Nos.
G0901KSCCDF and G1001KSCCDF

Compliance Requirements - Activities Allowed or Unallowed; Allowable Costs/Cost Principles
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Finding No. 2010-27 Child Care and Development Block Grant Cluster (Continued)

Condition - One expenditure out of the sixty selected for testing did not have appropriate supporting
documentation for the amount charged to the grant.

Criteria Activities allowed and unallowed are documented at 42 USC 9858. Program guidelines over
allowable costs/cost principles are found at 45 CFR Section 98.67. Proper supporting documentation
must be maintained to document how a cost or activity was determined allowable in accordance with
grant guidelines.

Cause - The State did not follow its own internal policies and procedures for maintaining
documentation for expenditures.

Effect - Without appropriate supporting documentation, the State calmot support whether a cost or
activity was allowable for the program.

Questioned Costs - Total questioned costs are $133. This total includes known federal questioned costs
of $ 18 and likely federal questioned costs of$115.

Recommendation We recolrLmend that the State review the current system in place for maintaining
documentation and modify it to ensure all costs charged to the grant can be adequately supported at all
times.

Auditee Contact - Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Kansas
Department of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Corrective Action Plan (Unaudited) - We have been reviewing our procedures
and processes since the implementation of the SMART system on July 1, 2010 and hope that we will be
able to scan supporting documentation and maintain it either within the system or in another location.
We have been in discussions with SRS Information Teclmology Services to develop that functionality.
In the interim, we will reiterate to staff that policies and procedures regarding supporting documentation
must be followed and we will enhance monitoring to ensure this occurs.
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-28 Vocational Rehabilitation Cluster (Significant Deficiency)

Federal Program - Rehabilitation Services - Vocational Rehabilitation Grants to States (CFDA No.
84.126) and Rehabilitation Services - Vocational Rehabilitation Grants to States - ARRA (CFDA No.
84.390), U.S. Department of Education, Kansas Department of Social and Rehabilitation Services,
Award Nos. H 126A090022, H 126A100022, and H390A090022

Compliance Requirement - Special Tests and Provisions

Condition - The State did not include certain required wording in public documents.

Criteria - According to the terms and conditions provided with the grant award notification, "when
issuing statements, press releases, requests for proposals, bid solicitations and other documents
describing this project or other programs funded in whole or in part with federal money, all grantees
receiving federal funds...shaI1 state clearly the dollar amount of federal funds for the project, the
percentage of the total cost of the project that will be financed with federal funds and the percentage and
dollar amount of the total cost of the project that will be financed by non-governmental sources".

Cause - While the State was aware of the requirement, controls were not in place to guarantee that the
wording was included in the required documents.

Effect - The State is not in compliance with the special requirements as stated in the grant award
notification terms and conditions.

Questioned Costs - None.

Recommendation - We recommend that the State implement controls over the process for creating
public documents for this program to involve persons knowledgeable of the grant requirements as
outlined in the binding terms and conditions.

Auditee Contact - Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Kansas
Department of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Corrective Action Plan (Unaudited) - We acl~aowledge our failure to i~aclude
the required language and will develop procedures and controls to prevent this from happening in the
future.
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-29 Vocational Rehabilitation Cluster, Foster Care Title IV-E (Foster Care) and
Social Services Block Grant (SSBG) (Significant Deficiency)

Federal Programs - Rehabilitation Services - Vocational Rehabilitation Grants to States (CFDA No.
84.126) and Rehabilitation Services - Vocational Rehabilitation Grants to States - ARRA (CFDA No.
84.390) (Award Nos. H 126A090022, H 126A 100022, and H390A090022), Foster Care - Title IV-E and
Foster Care - Title IV-E - ARRA (Both CFDA No. 93.658) (All Open Grant Awards) and Social
Services Block Grant (CFDA No. 93.667) (Award Nos. 1001KSSOSR and 09011KSSOSR), U.S.
Department of Education, U.S. Department of Health and Human Services, Kansas Department of
Social and Rehabilitation Services

Compliance Requirement - Suspension and Debarment

Condition - For four of the five contracts tested for the Vocational Rehabilitation Grant and for both
contracts tested for both Foster Care and SSBG, the State did not check the "Excluded Parties List
System" (EPLS) to ensure that the third-party was not suspended or debarred, collect a certification from
the third-party or add a clause or condition to the contract with the third-party prior to entering into a
contract with the third-party.

Criteria - According to 2 CFR part 180, non-federal entities are prohibited from contracting with third-
parties under covered transactions to parties that are suspended or debarred or whose principals are
suspended or debarred.

Cause - The State was not aware of this requirement for all of their third-party agreements funded by
federal grants. The VocationM Rehabilitation Grant contract that contained the proper EPLS
documentation was procured through the SRS purchasing department however the other four tested for
this grant did not contain the proper EPLS documentation.

Effect - The State could enter into a comract or vendor relationship with a suspended or debarred party
which could result in questioned costs.

Questioned Costs None.

Recommendation - The State should implement controls that would include checking the EPLS for all
appiicable third-parties, coliecting a verification from the third-party ~r add a clause or condition to the
third-party contract prior to entering into a contract.

Auditee Contact - Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Kansas
Department of Social and Rehabilitation Services, Office of Audit and Consulting Services
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-29 Vocational Rehabilitation Cluster, Foster Care Title IV-E (Foster Care) and
Social Services Block Grant (SSBG) (Significant Deficiency) (Continued)

Management’s Response!Corrective Action Plan (Unaudited) - The State will utilize a contract template
when entering into a subaward or contract, which includes the following debarment clause:

30.0 Debarment

As part of the Code of Federal Regulations (45 C.F.R. Part 76), all governmental entities
receiving funding from the Federal Government must participate in a government wide
system for non-procurement debarment and suspension. A person or entity who is
debarred or suspended shall be excluded from Federal financial and non-financial
assistance and benefits under Federal programs and activities. Debarment or suspension
of a participant in a program by one agency shall have goverrmaent wide effect. The
Secretary of SRS is authorized to impose debarment. Before any person or entity enters
into an agreement, grant or contract with SRS, the "Excluded Parties Lists" (located at
the web site htt://epls.arnet.gov) shall be researched for potential debarred persons or
entities.

We understand this clause should have been used in all contracts in the State of Kansas and we will also
ensure that, if not included by the Department of Administration, it will be added upon our review.

Finding No. 2010-30 Vocational Rehabilitation Cluster

Federal Program - Rehabilitation Services - Vocational Rehabilitation Grants to States (CFDA No.
84.126) and Rehabilitation Services - Vocational Rehabilitation Grants to States - ARRA (CFDA No.
84.390), U.S. Department of Education, Kansas Department of Social and Rehabilitation Services,
Award Nos. H 126A090022, H126A100022, and H390A090022

Compliance Requirements Activities Allowed or Unallowed; Allowable Costs/Cost Principles

Condition Three expenditures out of the sixty selected for testing did not have appropriate suppol~ing
documentation for the costs charged to the grant.

Criteria Activities allowed and unallowed are documented at 29 USC 723. In addition, OMB Circular
A-87 requires that proper supporting documentation must be maintained to docmnent how a cost or
activity was determined allowable in accordance with grant guidelines.

Cause - The State did not follow its own internal policies and procedures for maintaining
documentation for expenditures.
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-30 Vocational Rehabilitation Cluster (Continued)

Effect - Without appropriate supporting documentation, the State cannot support whether a cost or
activity was allowable for the program.

Questioned Costs - Total questioned costs are $ 11,838. This total includes known federal questioned
costs of $ 995 and likely federal questioned costs of $10,843.

Recommendation - We recommend that the State review the current system in place for maintaining
documentation and modify it to ensure all costs charged to the grant can be adequately supported at all
times.

Auditee Contact - Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Kansas
Department of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Corrective Action Plan (Unaudited) - We have been reviewing our procedures
and processes since the implementation of the SMART system on July 1, 2010 and hope that we will be
able to scan supporting documentation and maintain it either within the system or in another location.
We have been in discussions with SRS Information Teclmology Services to develop that functionality.
In the interim, we will reiterate to staff that policies and procedures regarding supporting documentation
must be followed and we will enhance monitoring to ensure this occurs.

Finding No. 2010-31 Supplemental Nutrition Assistance Program (SNAP) Cluster

Federal Program - State Administrative Matching Grants for Supplemental Nutrition Assistance
Program (SNAP) and State Administrative Matching Grants for Supplemental Nutrition Assistance
Program - ARRA (Both CFDA No. 10.56!) and Supplemental Nutrition Assistance Program (CFDA
No. 10.551), U.S. Departlnent of Agriculture, Kansas Department of Social and Rehabilitation Services
(SRS), Federal Fiscal Year 2009 and 2010 Awards

Compliance Requirements - Activities Allowed or Unallowed; Allowable Costs/Cost Principles

Condition - One expenditure out of the sixty selected for testing did not have appropriate supporting
documentation for the costs charged to the grant.

Criteria - Activities allowed and unallowed are doculnented at 7 CFR part 277. In addition, OMB
Circular A-87 requires that proper supporting documentation must be maintained to document how a
cost or activity was determined allowable in accordance with grant guidelines.

-78-



STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-31 Supplemental Nutrition Assistance Program (SNAP) Cluster (Continued)

Cause - The State did not follow its own internal policies and procedures for maintaining
docm-nentation for expenditures.

Effect - Without appropriate supporting documentation, the State calmot support whether a cost or
activity was allowable for the program.

Q.uestioned Costs - Total ka~own questioned costs are $ 356 compared to a sample population of
$1,340,214.

Recommendation - We recormnend that the State review the current system in place for maintaining
documentation and modify it to ensure all costs charged to the grant can be adequately supported at all
times.

Auditee Contact - Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Kansas
Department of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Corrective Action Plan (Unauclited) - We have been reviewing our procedures
and processes since the implementation of the SMART system on July 1, 2010 and hope that we will be
able to scan supporting documentation and maintain it either within the system or in another location.
We have been in discussions with SRS Information Technology Services to develop that fnnctionality.
In the interim, we will reiterate to staff that policies and procedures regarding supporting documentation
must be followed and we will enhance monitoring to ensure this occurs.

Finding No. 2010-32 Temporary Assistance for Needy Families (TANF) Cluster

Federal Program - Temporary Assistance for Needy Families (TANF) (CFDA No. 93.558) and
Emergency Contingency Fund for Temporary Assistance for Needy Families - ARRA (CFDA No.
93.714), U.S. Departlnent of Health and Human Services, Kansas Department of Social and
Rehabilitation Services, Award Nos. G-0901KSTAN2, G-0902KSTANF, G-1001KSTAN2 and G-
1002KSTANF

Compliance Requirements Activities Allowed or Unallowed; Allowable Costs/Cost Principles

Condition - We noted that two transactions out of the sixty selected for testing did not have appropriate
snpporting documentation for the costs charged to the grant. One of the two expenditures had no
supporting documentation and the other one had some supporting documentation.
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STATE OF KANSAS

SCHEDULE OF FIND1NGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-32 Temporary Assistance for Needy Families (TANF) Cluster (Continued)

Criteria The generaI provisions of the TANF grant program are found at 45 CFR 260.20. In addition,
OMB Circular A-87 requires that proper supporting documentation must be maintained to document
how a cost or activity was determined allowable in accordance with grant guidelines.

Cause - The State did not follow its own internal policies and procedures for maintaining
documentation for expenditures.

Effect - Without appropriate supporting documentation, the State catmot support whether a cost or
activity was allowable for the program.

Questioned Costs - Total known questioned costs are $ 74 compared to a sample population of
$1,696,090.

Recommen&~tion We recommend that the State review the current system in place for maintaining
documentation mad modify it to ensure all costs charged to the grant can be adequately supported at all
times.

Auditee Contact - Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Kansas
Department of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Corrective Action Plan (Unaudited) - We have been reviewing our procedures
and processes since the implementation of the SMART system on July 1, 2010 and hope that we will be
able to scan supporting documentation and maintain it either within the system or in maother location.
We have been in discussions with SRS Information Technology Services to develop that fi.mctionality.
In the interim, we will reiterate to staff that policies and procedures regarding suppm-ting documentation
must be followed and we will enhance monitoring to ensure this occurs.

Finding No. 2010-33 Workforce Investment Act (WIA) Cluster and Community Development
Block Grant Cluster (CDBG) (Significant Deficiency)

Federal Program - Workforce Investment Act Cluster, including ARRA, (CFDA Nos. 17.258, 17.259,
17.260) and Cmmnunity Development Block Grant - ARRA (CFDA No. 14.255), U.S. Department of
Labor m~d U.S Department of Housing and Urban Development, respectively, Kansas Department of
Commerce, ARRA Awards

Compliance Requirements - 1512 Reporting
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 2010-33 Workforce Investment Act (WIA) Cluster and Community Development
Block Grant Cluster (CDBG) (Significant Deficiency) (Continued)

Condition - In the fail of 2010, the Kansas Legislative Division of Post Audit (LPA) performed a
compliance and controi audit on a sample of 1512 reports filed by various State agencies titled
"American Recovery and Reinvestment Act: A Review of Reporting". One of the tests performed on the
sample of 1512 reports was reconciling "the expenditures listed on the 1512 reports to the state’s
accounting system." There were two programs, WIA and CDBG, for which the expenditures reported
on the 1512 report for the quarter ending June 30, 2010 did not agree to the State’s accounting system.

Criteria - Information included in financial reports submitted to the federal government should be
derived from the accounting records and should be accurately reported for the given time period.

Cause - According to LPA’s report, these errors were caused by a lack of reconciliation between the
1512 reports and the accounting system.

Effect - The federal grantor agencies did not receive accurate financial information because appropriate
financial records were not used to prepare the reports.

Questioned Costs - No questioned costs were identified; however the variances identified between the
1512 reports and the accounting records were $ 386,532 for WIA and $19,364 for CDBG for the quarter
ending June 30, 2010.

Recommendation - According to the LPA report, "When we alerted them to this, Department officials
began reconciling the Section 1512 report to expenditures in the accounting system. This helps them
verify that the ARRA report matches expenditures staff post to the accounting system."

Auditee Contact -Traci Herrick, Chief Fiscal Officer, Kansas Department of Commerce

Management’s Response!Corrective Action Plan (Unaudited) The Kansas Department of Corm-nerce
submitted a correction action plan to LPA. In summary, the Kansas Department of Co~ramerce created a
new procedures docmnent that includes 1512 reporting in order to "assure the reconciliation is done
appropriately". According to the corrective action plan submitted to LPA, "As of the September 30,
2010 reporting, all expenditures have been reconciled for all reporting."
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STATE OF KANSAS

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS REPEATED

Year Ended June 30, 2010

Finding No. 2008-2 Child Nutrition Cluster (CNC) Only - the CACFP Portion of this Finding is
not Repeated

Federal Award - Child Nutrition Cluster (CNC) (CFDA Nos. 10.553/10.555/10.556/10.559), U.S.
Department of Agriculture, Kansas Department of Education, All Open Grant Awards

Compliance Requirement - Special Reporting

Condition - In the 2008 audit, testwork revealed that one month of tt~ree months tested for CACFP and
one of two months tested for CNC contained changes to the data that caused the State agency’s level of
funding to change by more than .5 percent and there was no evidence that the State submitted a revised
FNS 44 - Report of the Child andAdult Care Food Program for CACFP or a revised FNS 418 - Report
of the Summer Food Service Program for Children for those months. As of June 30, 2009, a process had
not been implemented to ensure revised reports are submitted when necessary. As of June 30, 2010, the
CACFP FNS 44 reporting finding had been resolved. However, during our follow-up of prior year
findings, testwork revealed that one of two months tested for CNC contained changes to the data that
caused the State agency’s level of funding to change by more than .5 percent and there was no evidence
that the State submitted a revised FNS 418 - Report of the Summer Food Service Program for Children
for that month.

Criteria - FNS 418 special reporting requirements state that ". .... the State agency must immediately
submit an amended report if, at may time following the submission of the 90 day report, identified
changes to the data cause the State agency’s level of funding to change by more than (plus or minns) 0.5
percent."

Cause - Initially the State was not aware of this requirement. However, the State had not completed the
corrective action plan for the CNC reports tested during our 2010 audit fieldwork.

Effect - The State was in noncompliance with special reporting requirements.

Questioned Costs - None.

Recommendation - The State should become knowledgeable of and implement controls to address this
reporting requirement. We understand that the State has implemented such controls to ensure
compliance for the entire fiscal year ended June 30, 2011.

A uditee Contact - Ethan Erickson, Director of Fiscal Services and Operations

-82-



STATE OF KANSAS

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS- REPEATED
(Continued)

Finding No. 2008-2 Child Nutrition Cluster (CNC) Only - the CACFP Portion of this Finding is
not Repeated (Continued)

Management’s Response/Corrective Action Plan (Unaudited) - As indicated in the auditor’s
recommendation, a corrective action plan has been implemented. During FY 2010, Kansas State
Department of Education staff assigned to our Child Nutrition and Wellness and Information
Teclmaology Teams collaborated on the design, development, testing and implementation of a new
computer application to produce a report entitled, "Months with 1/2 Percent or More Variance in Meal
Counts on 90 day Reports". For each month selected, the application compares the data on the most
recent version of the 90 day report with the current claim data. If there is a variance of at least ½ percent
in the cun’ent number of meals claimed as compared to the number reported on the most recent version
of the report, the progranr will display the fields that changed indicating that a revised 90 day report for
the month must be submitted. One of the two months tested by the auditors, July of 2009, occurred prior
to the time the new computer application was fully functional and in use. (Since reporting for that time
period has been closed by the U.S. Departnrent of Agriculture (USDA), we are unable to file a revised
report.) To help ensure that the new application is run every month and revised reports are generated as
required, we have set up an automatic reminder on the fifth of each month through our agency’s
electronic calendaring system.

Attached, please find screen prints to docmrrent our new application. The first screen print (Report
Criteria) allows the user to select the fiscal year mad program for generating the desired comparison
report. The second screen print identifies any months for which a revised report is required.
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STATE OF KANSAS

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS- REPEATED
(Continued)

Finding No. 2008-3 Child and Adult Care Food Program (CACFP) and the Child Nutrition
Cluster (CNC)

Federal Award- Child and Adult Care Food Program (CFDA No. i0.558) and Child Nutrition Cluster
(CFDA Nos. 10.553/10.555/10.556/10.559), U.S. Department of Agriculture, Kansas Department of
Education, All Open Grant Awards

Compliance Requirement - Special Reporting

Criteria - The State should maintain records that accumulate and/or summarize the information reported
to provide support for key line items.

Condition - In the 2008 audit, it was noted that the State did not maintain the original supporting
documentation used to prepare the two FNS 10 - Report of School Program Operations special reports
tested and the two FNS 418 - Report of the Summer Food Service Program for Children special reports
tested for the Child Nutrition Cluster and the tlm-ee FNS 44 - Report of the Child andAdult Care Food
Program special reports tested for CACFP. The State was able to query numbers during the audit
fieldwork from the same system that prepared the underlying data for the report numbers and the query
resulted in immaterial variances to the reported numbers, however the original underlying data was not
maintained in accordance with reporting compliance requirements. As of June 30, 2009, a process to
maintain these items had not been implemented. As of June 30, 2010, a process to maintain these items
had been implemented but had not been in place for the entire year.

Cause - When the reports were originally prepared, the query output was not printed or kept in
electronic format as support for the data reported.

Effect - Key line items could have been reported incorrectly without the ability to be reviewed for
correction.

Questioned Costs - Unknown

Recommendation - We recommend that the State maintain original supporting docmnentation for the
information reported in the FNS reports. We understmad that the State has implemented a process that
would allow for such supporting documentation to be retained for the entire fiscal year ended June 30,
2011.

Auditee Contact - Ethan Erickson, Director of Fiscal Services and Operations
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STATE OF KANSAS

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS REPEATED
(Continued)

Finding No. 2008-3 Child and Adult Care Food Program (CACFP) and the Child Nutrition
Cluster (CNC) (Continued)

Management’s Response/Corrective Action Plan (Unaudited) - As indicated in the auditor’s
recommendation, a corrective action plan was implemented midway through FY 2010 which will allow
supporting documentation to be retained for all of FY 2011. Child Nutrition and Wellness and
Information Technology staff from the Kansas State Department of Education collaborated on the
design, development, testing and implementation of a process that saves the detaiI records from a
submission of the 90-day FNS-10, FNS-44 and FNS-418 reports and produces a report listing those
detail records. The testing for this new system was completed in late fail 2009 with implementation in
January 2010.

Finding No. 2008-11 Medicaid Cluster and State Children’s Insurance Program (Significant
Deficiency)

Federal Award - Medicaid Cluster (CFDA Nos. 93.775, 93.777, 93.778), including ARRA, and
Children’s Health Insurance Program (CFDA No. 93.767), U.S. Department of Health and Human
Services (HHS), Kansas Health Policy Authority (KHPA), State Fiscal Year 2010 Award

Compliance Requirement - Financial Reporting

Condition - The State’s "CMS-64, Quarterly Statement of Expenditures for the Medical Assistance
Program" financial report (CMS-64) and the State’s "CMS-21, Quarterly Children’s Health Insurance
Program Statement of Expenditures for Title XXI" financial report (CMS-21) are prepared using
expenditures generated from fiscal agent’s payment system. Our audit procedures performed on the
CMS-64 report for the quarter ended June 30, 2007, 2008, 2009, and 2010 and the quarter ended March
31, 2010 and on the CMS-21 report for the quarter ended June 30, 2009 and 2010 and the quarter ended
December 31, 2009 revealed that there is no reconciliation between the CMS-64 and CMS-21
expenditures generated from the fiscal agent’s payment system mad the expenditm’es generated from the
State’s accounting system, STARS.

Criteria - Financial reports should be supported by accounting records that support the audited financial
statements and the schedule of expenditures of Federal awards; or if they are supported by alternative
records, these records should agree or be reconciled with the accounting records.

Cause The State has not implemented procedures that would include reconciling the CMS-64 and
CMS-21 to STARS due to the significant amount of time that this procedure would require.
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS- REPEATED
(Continued)

Finding No. 2008-11 Medicaid Cluster and State Children’s Insurance Program (Significant
Deficiency) (Continued)

Effect - The expenditures reported on the CMS-64 mad CMS-21 are significantIy different from those
expenditures reported on the State’s accounting system, STARS, and a reconciliation between the two
sets of records is not performed.

Questioned Costs - Due to the lack of reconciliation, any questioned costs that could occur are
unknown.

Recommendation - The State should implement procedures that include periodically reconciling the
CMS-64 and CMS-21 reports to STARS. We understand that KHPA contracted with a third-party to
complete the CMS-64 reconciliation process for the quarter ended June 30, 2008; however this process
was not completed due to a lack of comparable information available in STARS. We understand that a
new accounting system will be implemented in State fiscal year 2011 that is expected to provide
additional detail to help with this reconciliation.

Auditee Contact - Scott Brunner, Chief Financial Officer, Kansas Health Policy Authority

Management’s Response/Corrective Action Plan (Unaudited) - KHPA will cominue to work toward a
regular reconciliation between the CMS 64 and the state accounting system. Kansas implemented a new
state-wide accounting system in FY2011. KHPA built medical claims data into the Agency’s
accounting structure that will facilitate reconciliation to the claims engine. A separate business unit
dedicated to Medicaid and CHIP medical expenditures across multiple agencies will capture the
data. KHPA will continue to work with the fiscal agent to work tlu’ough the reports and identify the
reconciliation differences. By the end of state fiscal year 2013, KHPA will have a consistent way of
reviewing the monthly and quarterly expenditures to the federal reports.

Finding No. 2008-14 Disaster Grants - Public Assistance (Material Weakness)

Federal Award Disaster Grants - Public Assistance (CFDA No. 97.036), U.S. Department of
Homeland Security, Adjntant General’s Department, State of Kansas, which includes the Kansas
Department of Emergency Management (KDEM), Federal Fiscal Year 2008, 2009 and 2010 Awards

Compliance Requirement Financial Reporting
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS- REPEATED
(Continued)

Finding No. 2008-14 Disaster Grants - Public Assistance (Material Wealcness) (Continued)

Condition - In the prior year, our testwork related to the FEMA 20-10, Financial Status Report and the
SF-272, Federal Cash Transactions Report. These reports were combined into the SF-425, Federal
Financial Report (SF-425) during the fiscal year ending June 30, 2010. Our reporting testwork for the
SF-425 for the quarters ended September 30, 2009 and December 31, 2009 revealed several expenditure
amounts were incorrectly calculated and reported.

Criteria - Information included in financial reports submitted to the federal grantor should be derived
from the accounting records and should be accurately reported for the given time period.

Cause - For the year ended June 30, 2008, these reporting errors were a result of turn-over in key staff
areas, a lack of properly documented procedures for accurate report preparation, and a lack of review of
the reports and the supporting documentation by a knowledgeable staff member. For State fiscal year
2009 mad the two quarterly reports tested for 2010, staff were able to prepare the reports more accurately
due to better documentation procedures; however, the reports and supporting documentation were still
not reviewed by a separate knowledgeable member of staff. The inaccuracies appear to also be a result
of a lack of communication between program mad accounting staff as to important matching and
earmarking criteria affecting the reported amounts and a lack of a sufficient database system to maintain
the appropriate information. Project and expenditure information is currently stored in multiple
databases and much of the information is entered into each database through manual input, increasing
the possibility for errors.

Effect The federal grantor agency did not receive accurate financial information because appropriate
financial records were not used to prepare the reports.

Questioned Costs - There were no questioned costs, however the following errors were identified:
¯ Report filed for the quarter ended September 30, 2009-

o SF-425
¯ Total Recipient Share Required: overstated by $1,040,946
¯ Recipient Share of Expenditures: understated by $12,793,007
¯ Remaining Recipient Share to be Provided: overstated by $13,833,953
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS- REPEATED
(Continued)

Finding No. 2008-14 Disaster Grants - Public Assistance (Material Weakness) (Continued)

Questioned Costs(Continued) -
¯ Report filed for the quarter ended December 31, 2009 -

o SF-425
¯ Cash Disbursements: overstated by $ 94
¯ Cash on Hand: understated by $ 94
¯ Federal Share of Expenditures: overstated by $ 94
¯ Federal Share of Unliquidated Obligations: understated by $ 94
¯ Total Recipient Share Required: overstated by $1,042,491
¯ Recipient Share of Expenditures: understated by $ 4,127,506
¯ Remaining Recipient Share to be Provided: overstated by $ 5,169,998

Recommendation - As in prior years, we recommend that KDEM formally document and maintain
procedures for accnrate report preparation and implement a review process for the FEMA financial
reports. Written documentation should be prepared and maintained covering the various steps involved
in preparing the reports. Communication between program and accounting staff should be initiated to
gather appropriate matching and earmarking criteria and should be included in the written report process
documentation. This will help prevent knowledge frolrt being lost in the event of key staff turnover and
will support consistent report preparation. Also, it is critical that the review process be performed by a
staff member knowledgeable of the detailed disaster criteria. Finally, it is impm~tant to use a database
that can maintain financial reporting data in such a way that enables the State to prepare financial reports
with minimal manual calculations. We understand that a new accounting system will be implemented in
State fiscal year 2011 and will maintain the necessary data.

Management’s Response/Corrective Action Plan (Unaudited) - The State of Kansas has implemented a
new accounting system, SMART. With the implementation of this system the majority of the disaster
information will be located in the one system. The system still poses a challenge to obtaining useful
program information. The staff will research all methods of obtaining the required information from
SMART and will determine the most accurate and efficient method for obtaining the correct nmnbers.
Once this method is detemained it will be documented to prevent knowledge being lost due to future
staffturn-over. We will insure all data is reviewed by at least two knowledgeable individuals to insure
accuracy. We will also insure communication between the fiscal staff and the program managers. We
have again experience turn-over in this critical staffposition which will again require additional training.
It is our intent to document the required processes for all disaster reporting requirements.
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS - NOT REPEATED

Year Ended June 30, 2010

Finding No. 2009-2 CDBG - State Administered Small Cities Program Cluster - Community
Development Block Grants/State’s Program and Non-Entitlement Grants in Hawaii (State-
Administered Small Cities Program) (Significant Deficiency)

Federal Award- Community Development Block Grants/State’s Program and Non-Entitlement Grants
in Hawaii (State-Administered Small Cities Program) (CFDA No. 14.228), U.S. Department of Housing
and Urban Development, Kansas Department of Commerce, Grant Award Nos. B-08-DC-20-0001, B-
07-EC-20-0001

Compliance Requirement - Procurement, Suspension and Debarment

Condition - For all 23 files tested, the State did not check the "Excluded Parties List System" (EPLS) to
ensure that subrecipieuts were not suspended or debarred prior to making the subawards.

Criteria - In accordance with OMB Circular A-102, the State is required to ensm’e that subrecipients are
not suspended or debarred. The State can perform this process by checking the EPLS prior to making a
subaward.

Cause - The State was not aware of this requirement for their subrecipients. The State monitors their
subrecipients’ contractors to ensure compliance with suspension and debarment but was not addressing
this requirement with their subrecipients.

Effect - The State could enter into a contract or vendor relationship with a suspended or debarred party
which could result in questioned costs.

Questioned Costs - UrLknown.

Recommendation - The State should implement controls that would include checking the EPLS for all
subrecipients and contractors prior to entering into a subaward or contract.

Auditee Contact - Carole Jordan, Director, Rural Development Division

Management’s Response/Corrective Action Plan (Unaudited) - All new CDBG grantees will be checked
to ensure they are not on the debarred list per the Excluded Parties List System. This question is now
checked before a contract is issued. An additional question was included on the Contract Checklist for
this requirement.
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS - NOT REPEATED
(Continued)

Finding No. 2009-2 CDBG - State Administered Small Cities Program Cluster - Community
Development Block Grants/State’s Program and Non-Entitlement Grants in Hawaii (State--
Administered Small Cities Program) (Significant Deficiency) (Continued)

Followup - During the current audit period, the Kansas Department of Commerce implemented
procedures that allowed for their covered transactions to be checked against the EPLS. This finding is
considered resolved.

Finding No. 2009-3 CDBG - State Administered Small Cities Program Cluster - Community
Development Block Grants/State’s Program and Non-Entitlement Grants in Hawaii (State-
Administered Small Cities Program) (Significant Deficiency)

Federal Award - Community Development Block Grants/State’s Program and Non-Entitlement Grants
in Hawaii (State-Administered Small Cities Program) (CDBG) (CFDA No. 14.228), U.S. Department of
Housing and Urban Development, Kansas Department of Commerce, Grant Award Nos. B 08-DC-20-
0001, B-07-EC-20-0001

Compliance Requirement - Performance Reporting

Condition - In our reporting testwork, we noted that the State had not submitted any performance
reports, Form HUD 60002, Section 3 Summary Report, Economic Opportunities for Low-and Very Low-
Income Persons (Form HUD 60002) for those grants for which this report is applicable.

Criteria - Reporting requirements stipulate that "for each grant over $200,000 that involves housing
rehabilitation, housing construction, or other public construction, the prime recipient must submit Form
HUD 60002." Specifically, per 24 CFR 135.90: "Where the program providing the Section 3 covered
assistance requires submission of an annual performance report, the Section 3 report will be submitted
with that annual performance report. If the program providing the Section 3 covered assistance does not
require an annual performance report, the Section 3 report is to be submitted by January 10 of each year
or within 10 days of project completion, whichever is earlier."

Cause - The State was not aware of this performance reporting requirement as the grantor had not
communicated this requirement to the State of Kansas.

Effect - The State was in noncompliance with performance reporting requirements.

Questioned Costs - Unl~mwn
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FIND1NGS -NOT REPEATED
(Continued)

Finding No. 2009-3 CDBG - State Administered Small Cities Program Cluster - Community
Development Block Grants/State’s Program and Non-Entitlement Grants in Hawaii (State-
Administered Small Cities Program) (Significant Deficiency) (Continued)

Recommendation - We recommend that the State begin submitting Form HUD 60002 for the applicable
grants and develop appropriate internal control procedures over this reporting process. We understand
that, since the issue has been brought to their attention, the State has begun snbmitting Form HUD
60002 to the federal grantor.

Auditee Contact- Carole Jordan, Director, Rural Development Division

Management’s Response/Corrective Action Plan (Unaudited) - The State CDBG division was unawoxe
of the required 60002 report, as were many grantees throughout the country. The CDBG division has
now assigned a staff member to track and submit the required information for this report. This report
wiI1 be submitted tilnely in the future. The 2009 report was submitted timely for all CDBG programs.

Follow-up - During the current audit period, the State developed procedures and properly submitted
Form HUD 60002 for applicable grants. This finding is considered resolved.

Finding No. 2009-4 CDBG - State Administered Small Cities Program Cluster - Community
Development Block Grants/State’s Program and Non-Entitlement Grants in Hawaii (State-
Administered Small Cities Program)

Federal Award - Colmnunity Development Block Grants/State’s Program and Non-Entitlement Grants
in Hawaii (State-Administered Small Cities Program) (CDBG) (CFDA No. 14.228), U.S. Department of
Housing and Urban Development, Kansas Department of Commerce, Grant Award Nos. B-08 DC-20-
0001, B-07-EC-20-0001

Compliance Requirement = Activities Allowed or Unallowed

Condition - For one of the twenty-three expenditures tested, the State incorrectly charged the CDBG
progrmn for one employee’s cell phone cost. This employee was not involved with the CDBG program.
The State’s internal controls identified the unallowed cost but had not corrected the error until the matter
was brought to the State’s attention during the audit.

Criteria - Only allowable activities and the activities’ related costs, as outlined in 42 USC 5305, can be
charged as expenditt~res to the CDBG program.
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FIND1NGS -NOT REPEATED
(Continued)

Finding No. 2009-4 CDBG - State Administered Small Cities Program Cluster - Community
Development Block Grants/State’s Program and Non-Entitlement Grants in Hawaii (State-
Administered Small Cities Program) (Continued)

Cause - Although the State’s internal controls initially identified the unallowed activity, the State did
not follow through and correct the miscoding of expenditure.

Effect - Unallowed activities and the related costs associated with these activities were funded with
CDBG monies.

Q~uestioned Costs - Known federal questioned costs for administrative activities of $ 45 compared to the
total administrative costs of $1,357 included in the sample population.

Recommendation - We understand that the State has corrected the miscoding of expenditures however
the State should implement controls that would include follow-up on known errors in order to ensure
that errors are corrected in a timely fashion.

A~zditee Contact - Carole Jordan, Director, Rural Development Division

Management’s Response/Corrective Action Plan (UnazMited) The unallowable cost in question was a
one month cell phone charge that was miscoded in the fiscal services division. This unallowable cost
was brought to their attention by CDBG staff and was subsequently corrected. In the future,
administrative expenditures will be continued to be monitored. In addition, the State will be switching to
a new financial accounting system that will track expenditures more accurately.

Follow-up - During the cun’ent audit period, no unallowable activities were identified by the audit
procedures. This finding is considered resolved.

Finding 2009-5 Title 1, Part A Cluster (Significant Deficiency)

Federal Program - Title 1, Part A Cluster: Title 1 Grants to Local Educational Agencies (CFDA No.
84.010) and Title 1 Grants to Local Educational Agencies, Recovery Act (ARRA) (CFDA No. 84.389),
U.S. Department of Education, Kansas Department of Education, Grant Award S010A080016A

Compliance Requirement- Subreeipient Monitoring
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS - NOT REPEATED
(Continued)

Finding 2009-5 Title 1, Part A Cluster (Significant Deficiency) (Continued)

Condition Related to the ARRA portion of this cluster, the State did not determine whether their first-
tier subrecipients had current Central Contractor Registration (CCR) registration prior to making
subawards to these subrecipients.

Criteria - According to Section 1512(h), ARRA, and 2 CFR 176.50(c), prime recipients are responsible
for "identifying to first-tier suhrecipients the requirement to register in the Central Contractor
Registration, including obtaining a Dun and Bradstreet Data Universal Numbering System (DUNS)
number, and maintain the currency of that information". Once the subrecipient is registered, the prime
recipient is also required to perform periodic checks to ensure that subrecipients’ information is
appropriately updated as necessary.

Cause - The State received conflicting guidance from the U.S. Department of Education prior to the end
of the fiscal year. After June 30, 2009, the State received definitive guidance that the CCR registration
was required for subrecipients and that the State was required to monitor stlch registration.

Effect - The State could not ensure that all their subrecipients were registered with the CCR prior to
receiving federal awards through this program.

Questioned Costs - Unknown

Recommendation - We recommend that the State implement a process to monitor whether their
subrecipients have registered with the CCR and whether the subrecipients are updating their CCR
information as necessary.

Auditee Contact- Ron Nitcher, Director of Fiscal Services and Operations

Management’s Response/Corrective Action Plan (Unaudited) - Once the U.S. Department of Education
provided clear guidance on firs%tier subrecipients being required to register with CCR, the department
notified Local Educational Agencies (LEAs) about registering. A memorandum was sent to all LEAs in
Kansas notifying them that they must register with the CCR. KSDE also began compiling a notebook
which contains all the CCR registration information for each LEA. This notebook is located in the
School Finance office. In addition, KSDE auditors monitor every Unified School District in Kansas and
have a list of questions they ask, which includes a question on CCR registration. We will continue to
ask LEAs whether they are keeping the registration up to date through our monitoring process and by
electronic or written communication.
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(Continued)

Finding 2009-5 Title 1, Part A Cluster (Significant Deficiency) (Continued)

Follow up - During the current audit period, the State implemented procedures to monitor whether their
subrecipients have registered with the CCR and whether the subrecipients are updating their CCR
information as necessary.

Finding 2009-6 Title 1, Part A Cluster (Significant Deficiency)

Federal Program - Title 1 Cluster: Title 1 Grants to Local Educational Agencies (CFDA No. 84.010)
and Title 1 Grants to Local Educational Agencies, Recovery Act (ARRA) (CFDA No. 84.389), U.S.
Department of Education, Kansas Department of Education, Grant Award SO 10A080016A

Compliance Requirement - Special Tests and Provisions

Condition - Related to ARRA portion of this cluster, the State did not inform the subrecipients at the
time of award of the Federal Award number, the State did not inform the subrecipients at the time of
disbursement of the Federal Award number or of the CFDA number, and it did not inform the
subrecipients of their requirement to properly include separate identification of ARRA award
information in their Schedule of Expenditures of Federal Awards (SEFA) and Data Collection Form
(SF-SAC) reports.

Criteria - According to 2 CFR section 176.210, each prime recipient must "separately identify to each
subrecipient, and document at the time of the subaward and disbursement of funds, the Federal award
number, CFDA number, and the anaount of ARRA funds" and ". .... provide identification of ARRA
awards in their Schedule of Expenditures of Federal Awards (SEFA) and Data Collection Form (SF-
SAC) and require their subrecipients to provide similar identification in their SEFA and SF-SAC."

Cause - The State was not aware of these requirements prior to the end of the fiscal year.

Effect - The State was not communicating the required information, including additional compliance
requirements, to their subrecipients related to the ARRA funding. As a result, subrecipients may not
have properly identified ARRA fnnding on their individual SEFA report and SF-SAC form.

Questioned Costs - Unknown

Recommendation - We recolmnend that the State implement a process that wouId consistently and
timely inform their subrecipients of the required information.

Auditee Contact- Ron Nitcher, Director of Fiscal Services mad Operations
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(Continued)

Finding 2009-6 Title 1, Part A Cluster (Significant Deficiency) (Continued)

Management’s Response/Corrective Action Plan (Unaudited) - The Kansas State Department of
Education provided LEAs with information concerning accounting procedures on the ARRA homepage
of the department’s website. Information was sent to LEAs that the website was available and the
separate accounting of funds was an important part of the ARRA requirements.

In addition, all LEAs receiving ARRA funds signed an assurance covering the accounting procedures
concerning the Schedule of Expenditures of Federal Awards (SEFA) and the Data Collection Form (SF-
SAC) required by OMB Circular A-I33.

As a result of this finding in the fall of 2009, we irrmaediately advised all department program managers
overseeing the administration of ARRA fmads of these notification requirements. We instructed them to
send amended award letters notifying LEAs of this information as well as to include this information in
all future award letters.

The department also modified the Form 240 request form for federal aid to include the CFDA number
and award number. A copy of this form including the payment amount is remitted to any LEA
requesting ARRA funds along with its payment advice.

Follow-up - During the current audit period, the State provided the required information to their
subrecipients. This finding is considered resolved.

Finding No. 2008-2 Child and Adult Care Food Program (CACFP) Only. The Child Nutrition
Cluster (CNC) Portion of this Finding is Repeated.

Federal Program - Child and Adult Care Food Program (CACFP) (CFDA No. 10.558), and Child
Nutrition Cluster (CNC) (CFDA Nos. 10.553/10.555/10.556/10.559), U.S. Department of Agriculture,
Kansas Departmeut of Education, All Open Grant Awards

Compliance Requirement - Special Reporting

Condition - In the 2008 audit, testwork revealed that one month of three months tested for CACFP and
one of two months tested for CNC contained changes to the data that caused the State agency’s level of
fianding to change by more than .5 percent and there was no evidence that the State submitted a revised
FNS 44 - Report of the Child and Adult Care Food Program for CACFP or a revised FNS 418 Report
of the Summer Food Service Program for Children for those months. As of June 30, 2009, a process had
not been implemented to ensure revised reports are submitted when necessary.
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(Continued)

Finding No. 2008-2 Child and Adult Care Food Program (CACFP) Only. The Child Nutrition
Cluster (CNC) Portion of this Finding is Repeated. (Continued)

Criteria - FNS 44 and FNS 418 special reporting requirements state that ". .... the State agency must
immediately submit an amended report if, at any time following the submission of the 90 day report,
identified changes to the data cause the State agency’s level of funding to change by more than (plus or
minus) 0.5 percent."

Cause - Initially the State was not aware of this requirement. However, the state has not completed the
corrective action plan.

Effect - The State was in noncompliance with special reporting requirements.

Questioned Costs - Unknown

Recommendation - The State should become knowledgeable of and implement controls to address this
reporting requirement. We understand that the State has plans to implement such controls for fiscal year
ended June 30, 2010.

Auditee Contact- Ron Nitcher, Director of Fiscal Services and Operations

Management’s Response/Corrective Action Plan (Unaudited) -Kansas State Depm-tment of Education
staff from Child Nutrition & Wellness, School Finance, and Information Technology have collaborated
on the design, development, testing and implementation of a new report, "Months with ½-Percent or
More Meal Count Variance on 90-Day Reports". Development and testing of this report was recently
COlnpleted. We are now able to generate the report for any fiscal year for the FNS-10 (School Nutrition
Programs), FNS~4 (Child and Adult Care Food Program), and FNS-418 (Summer Food Service
Program).
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(Continued)

Finding No. 2008-2 Child and Adult Care Food Program (CACFP) Only. The Child Nutrition
Cluster (CNC) Portion of this Finding is Repeated. (Continued)

For each month in the selected fiscaI year, the report compares the data on the most recent version of the
90-day report (i.e., FNS-10, FNS-44 or FNS-418) with the current claim data. If there is a change of ½
percent or more in the current number of meals claimed and the most recent 90-day FNS report, the "½-
Percent Variance" report will display the fields that changed indicating that a revised 90-day report for
the month must be submitted to FNS. We plan to run
this report routinely at the beginning of each month and have since filed two revised FNS reports with
the U.S. Department of Agriculture.

Follow-up - In the current audit period, the State designed and implemented controls to ensure that a
revised FNS 44 - Report of the Child and Adult Care Food Program reports were prepared and filed
when necessary. This finding is considered resolved.

Finding No. 2008-5 TANF Cluster: Temporary Assistance for Needy Families (TANF) (Significant
Deficiency)

Federal Program - Temporary Assistance for Needy Families (TANF) (CFDA No. 93.558), U.S.
Department of Health and Human Services (HHS), Kansas Department of Social and Rehabilitation
Services, All Open Grant Awards

Compliance Requirement - Allowable Costs

Condition - In January 2007, the HHS Kansas City Office of the Administration for Children and
Families was made aware of allegations that Region VII of the State of Kansas Department of Social
and Rehabilitation Services had been misusing monies earnaal"ked and allocated for TANF purposes.
The allegations state that the Region may have diverted TANF monies to purchase contracted services to
primarily assist certain applicants and recipients in achieving their quest for Social Security eligibility.

Condition (Continued) - In fiscal year 2009, SRS performed procedures to investigate the allegations
noted above. SRS had not completed their procedures mad communications with HHS as of June 30,
20{)9. However, subsequent to year-end, SRS reported the results of their procedures to HHS, which
included questioned costs of $173,46i relating to services provided to non-TANF clients. See the
Management’s Response/Corrective Action Plan (Unaudited) section below for more details regarding
the questioned costs and the status of the issue with HHS.

Cause - The cause has yet to be determined.
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(Continued)

Finding No. 2008-5 TANF Cluster: Temporary Assistance for Needy Families (TANF) (Significant
Deficiency) (Continued)

Effect- The State of Kansas risks reduced funding and could be required to refund amounts to HHS.

Questioned Costs - $173,461

Recommendation - We understand that the State’s internal audit procedures were completed and
communicated to HHS after year-end. As such, the State should continue to work with HHS to resolve
this issue, including irnplementing an appropriate corrective action plan.

Auditee Contact - Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director,
Department of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Corrective Action Plan (Unaudited) - After the finding was repeated in the FY
2007 single audit, SRS contacted the State of Kansas Legislative Division of Post Audit and the
Department of Health and Human Services Office Administration for Children and

Families (ACF) to determine an acceptable solution to the finding. ACF program and fiscal staff agreed
to SRS conducting an audit of the issues noted in the finding. That audit was completed in SFY 2009
and ACF staff in the Kansas City offices were contacted and supplied copies of the final audit report in
July 2009.

The SRS audit found no evidence of intentional misuse of program funds. The audit noted that during
the period July 2005 to April 2008 three SRS Regional Offices established contracts to assist clients in
obtaining federal disability benefits. Although the contracts were funded by the TANF Block Grant,
requiring the services to be limited to TANF clients, non-TANF clients were served when the contractor
was not busy with TANF clients. A total of $ 173,461 in TANF fi.mds was improperly spent on non-
TANF clients during the entire period noted, which was, in fact, a small percentage of totaI TANF Block
Grant dollars. SRS has implemented a number of corrective actions to ensure this doesn’t occur again
and these are being monitored by regional staff, central office program staff and audit staff.
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(Continued)

Finding No. 2008-5 TANF Cluster: Temporary Assistance for Needy Families (TANF) (Significant
Deficiency) (Continued)

Management’s Response/Corrective Action Plan (Unaudited) (Continued) - On December 23, 2009,
SRS received a letter from ACF notifying SRS that it was subject to a penalty of $ 173,461. SRS was
given a number of options related to responding to the penalty letter and it chose entering into a
corrective compliance plan to correct or discontinue the violation and demonstrate how Kansas planned
to achieve compliance with Federal rules and regulations as it pertained to this finding. That corrective
action plan details those activities that were implemented in response to the 2006 and 2007 audit
findings and indicates that, as a result of these actions, no non-TANF customers have been served with
TANF funds since January 17, 2007.

Follow-up During the current audit period, the State implemented a correction action plan, including
implementing key controls and reducing their TANF-funded expenditures by $ 173,461. Since the State
has taken the appropriate steps to address the allegations and has implemented an appropriate corrective
action plan as of June 30, 2010, this finding is considered resolved.

Finding 2008-7 Foster Care - Title IV-E

Federal Program - Foster Care - Title IV-E, Including ARRA (CFDA No. 93.658), U.S. Depal~ment of
Health and Human Services, Kansas Department of Social and Rehabilitation Services, Grant Award
Nos. 0801KS1401 and 090IKS1401

Compliance Requirement - Eligibility (provider)

Condition - We noted 1 out of 11 individuals selected for eligibility testwork was placed with ineligible
providers at some point throughout the year. Both providers for this individual held temporary licenses.

Criteria - According to 42 USC 672(c), "the term "foster family home" means a foster family home for
children which is licensed by the State in which it is situated or has been approved, by the agency of
such State having responsibility for licensing homes of tlzis type, as meeting the standards established
for such licensing; and the term "child-care institution" means a private child-care institution, or a
public child~care institution which accomnmdates no more than twenty-five children, which is licensed
by the State in which it is situated or has been approved, by the agency of such State responsible for
licensing or approval of institutions of this type, as meeting the standards established for such licensing,
but the term shall not include detention facilities, forestry camps, training schools, or any other facility
operated primarily for the detention of children who are determined to be delinquent." Eligible
individuals lraust be placed with eligible providers.
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Finding 2008-7 Foster Care - Title IV-E (Continued)

Cause - Internal eligibility procedures were not followed by State employees who determine eligibility.

Effect Federal funds were paid to ineligible providers.

Questioned Costs’ Total questioned costs are $ 366,231. This total includes known federal questioned
costs of $ 2,452. The likely federal questioned costs are $ 363,779.

Recommendation - We recommend the State refine their procedures related to coding eligibility for
foster care providers to prevent future instances of ineligible providers being paid federal funds,
including providing additional training to those individuals making eligibility coding decisions.

Auditee Contact - Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director,
Department of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Corrective Action Plan (Unaudited) - We agree an error was made on this case
and $ 2,451.91 of federal IV-E foster care funds were claimed in en’or for three months. This includes
$ 1,144.91 of IV-E Maintenance and $1,307.00 of IV-E Administration. Total computable with state
nratch was $ 4,540.48.

IV-E eligibility was appropriate for this case for the remainder of the period under review. Three
months of maintenance and administration was claimed when the placement location was changed from
a full license to a temporary license. The worker should have entered the appropriate eligibility segment
into FACTS to indicate the change in licensing status. As of March 8, 2010, coding has been corrected
in the case file and the Agency’s information system. The federal funds claimed in error will be paid
back to ACF by making a prior period adjustment on the Federal IV-E1 claim.

At the April 2010 Eligibility and Payment Workgroup meeting, this issue will be discussed with
representatives from all SRS regions. Policy and Procedures will be reviewed for possible policy
revisions to clarify practice and procedures. All regions will be expected to assure all eligibility staff are
appropriately trained, in addition, eligibility of placements will be monitored through the Agency’s
quality assurance case read process to assure eligibility is being clainred correctly.

Follow-up - During the current audit period, no exceptions were found in a sample of files tested for
provider and individual eligibility. This finding is considered resolved.
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Finding No. 2008-9 Children’s Health Insurance Program (CHIP)

Federal Program - Children’s Health Insurance Program (CHIP) (CFDA No. 93.767), U.S. Department
of Health and Human Services, Kansas Health Policy Authority (KHPA), Federal Appropriation No.
7580515 and 7590515

Compliance Requirement - Eligibility

Condition - h3 the 2006 audit, we noted that the State of Kansas utilizes a contractor, Maximus, to
process eligibility determinations for the CHIP program. Historically, the State of Kansas has relied
upon the controls of Maximus in the processing of these eligibility determinations. A complete review
of the controls related to the eligibility determination process had not been performed by a third party
and a SAS 70 report had not been received. The SAS 70 review and related report was not completed
during the fiscal year 2007, 2008 or 2009. As such, this finding is repeated in the cunent year.

Crileria - A SAS 70 Type II Service Auditor’s Report is required by the State of Kansas for any
contractor that is providing processing services, in this case processing eligibility determinations, for the
State of Kansas’ CHIP program. The SAS 70 Type II Service Auditor’s Report provides the auditor’s
opinion on the internal controls placed in operation by the contractor. The report also states whether the
auditors believe that the controls are designed and operated with sufficient effectiveness to provide
reasonable assurance that control objectives would be achieved.

Effect - Eligibility determinations for the CHIP program are processed by Maximus. If the proper
controls are not in place and are not being adequately monitored, eligibility detern3inations may be
incon’ectly processed.

Questioned Costs - Unknown

Recommendation - The State of Kansas should require that Maximus or future eligibility-determination
providers provide a SAS 70 Type II Service Auditor’s Report on the internal control over its eligibility
determination processing for the CHIP program. Any other areas of processing which are significant to
the CHIP program should also be covered by the report. Additionally, as future contracts are negotiated
for service organizations to process eligibility determinations, the requirement for an armuaI SAS 70
report should be included as a contract provision.

Auditee Contact Scott Brurmer, Chief Financial Officer, Kansas Health Policy Authority
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Finding No. 2008-9 Children’s Health Insurance Program (CHIP) (Continued)

Management’s Response/Corrective Action Plan (Unaudited) - KHPA is in the process of amending the
contract with Policy Studies, Inc. (PSI) to explicitly include a SAS 70 Type II audit. PSI is aware of the
requirement and is co~nmitted to doing the audit report. This will be in place for review during the 2010
Statewide Single Audit.

Follow-up - During the current audit period, the extent of the new contractor (PSI)’s, involvement in
eligibility determinations was evaluated and it was determined that a SAD 70 audit was no longer
necessary. The State has implemented appropriate procedures to monitor the activities performed by
PSI. This finding is considered resolved.

Finding No. 2008-10 Medicaid Cluster (Significant Deficiency)

Federal Program - Medicaid Cluster, Including ARRA (CFDA No. 93.775, 93.777, 93.778), U.S.
Department of Health and Human Services, Kansas Health Policy Authority (KHPA), Federal Fiscal
Year 2008 and 2009 Award

Compliance Requirement - Allowable Costs

Condition During our claims testwork during the fiscal year 2004 audit, we noted that the Medicaid
Management Infom~ation System (MMIS) system contained no controls to limit the number of surface
repairs paid per tooth to dentists. No similar issues were noted during current year claims testwork,
however, as of June 30, 2009, no controls had been implemented to address this finding.

Criteria - The MMIS system should include edits and controls that identify unusual items, including
safeguarding unnecessary utilization of care or fraudulent claims, for follo~v up. The State utilizes the
MMIS system to ensure proper payment of submitted claims.

Cause - There are insufficient edits and controls in the MMIS system to address this specific issue.

F~ffect - A dentist may file an illegitimate claim for more surface repairs on a tooth than the nmnber of
surfaces that are actually on a tooth.

Questioned Costs - Unknown
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STATE OF KANSAS

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS - NOT REPEATED
(Cominued)

Finding No. 2008-10 Medicaid Cluster (Significant Deficiency) (Continued)

Recommendation - In 2004, 2005, 2006, 2007 and 2008, we recommended that the State implement
controls in the MMIS system that limit the number of surface repairs a dentist can claim on a specific
tooth letter or number. We continue to make this recmrmaendation in 2009.

Auditee Contact - Scott Brunner, Chief Financial Officer, Kansas Health Policy Authority

Management’s Response/Corrective Action Plan (Unaudited) - The tooth surface limitations and
bundling described in the prior audits includes four Medicaid Management Information System (MMIS)
policies: E2006-38, E2006-39, E2006~0, and E2006M1. The policies began implementation in
August 2008 and affected claims with dates of service after September 11, 2008. KHPA will implement
the final phase in March 2010. The final implementation phase of these policies includes the tooth
surface limitation on fillings and unbundling the number of surfaces that can be billed together on the
same tooth or within one office visit. Unbundling tooth surfaces on fillings will limit the amount of
reimbursement for multiple tooth surfaces on the same tooth, on the same date of service by the same
provider. KHPA believes this finding will be closed during the 2010 review.

Follow-up - The MMIS polices referenced in the preceding paragraph were implemented in the MMIS
in the current audit period, creating limitations over the number of tooth surfaces that can be reimbursed
per tooth. This finding is considered resolved.

Finding No. 2008-12 Medicaid Cluster, Including ARRA and State Children’s Insurance Program
(Significant Deficiency) (Repeated from Prior Year for Medicaid Cluster)

Federal Program - Medicaid Cluster, Including ARRA (CFDA No. 93.775, 93.777, 93.778) and State
Children’s Insurance Program (SCHIP) (CFDA No. 93.767), U.S. Department of Health and Human
Services (HHS), Kansas Health Policy Authority (KHPA), Federal Fiscal Year 2008 and 2009 Award

Compliance Requirement - Cash Management

Condition - During the 2008 and 2009 audits, we noted that KHPA does not consistently request
adequate supporting documentation from other State agencies prior to KHPA drawing down Medicaid
lnonies on the other State agencies’ behalf. In addition, there is not a consistent level of review over the
drawdown process at KHPA. In addition, we noted a lack of consistent review of the SCHIP drawdown
process during our State fiscal year 2009 audit.
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STATE OF KANSAS

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS - NOT REPEATED
(Continued)

Finding No. 2008-12 Medicaid Cluster, Including ARRA and State Children’s Insurance Program
(Significant Deficiency) (Repeated from Prior Year for Medicaid Cluster) (Continued)

Criteria - Drawdowns of federal funds by nonfederal entities must be supported by underlying data of
the nonfederal entity. The internal control process over drawdowns from the federal goverrkment should
include a level of review by someone other than the person performing the drawdown. Both of these
controls would enable the State of Kansas to detect potential errors or omissions in drawdowns.

Cause The State has not implemented procedures that would include consistently requiring adequate
supporting documentation from other State agencies prior to completing Medicaid drawdowns as well as
requiring a level of review over Medicaid and SCHIP drawdowns.

Effect - Enors or omissions could occur in drawdowns and be undetected by the State.

Questioned Costs - Ulaknown

Recommendation - In 2008, we recommended KHPA consistently require adequate supporting
documentation from other State agencies prior to KHPA completing drawdowns on the other agencies’
behalf and implement a level of review over the Medicaid drawdown process. We understand KHPA
implemented policies to address our recommendation in June 2009. Since the policies did not cover the
entire year under audit, our 2009 testwork found the same deficiencies for Medicaid and the lack of
review for the SCHIP drawdown process; therefore, we continue to make these recommendations in
2009 for both programs.

A uditee Contact - Scott Brmmer, Chief Financial Officer, Kansas Health Policy Authority

Management’s Response/Corrective Action Plan (Unaudited) - KHPA has implemented new processes
to require additional internal oversight of the federal draw process based on the finding in the 2008
Single State Audit. This includes approval by the Senior Manager for Finance and Budget or the Chief
Financial Officer before federal funds are drawn into state accounts. The review policies currently in
place for Medicaid will be expanded to include the SCHIP program. This includes comparing projected
expenditures for administration and assistm~ce with actual requests for federal funds by each Medicaid
funded agency. This review process will be fully implemented and in place for examination during the
2010 Statewide Single Audit.

Follow-up - The policies and procedures idemified as implemented in 2009 were in place for the entire
current audit period. This finding is considered resolved.
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